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THE CASE FOR FREE TRADE. 


The public memory is short, and although it is only six years since the country definitely rejected Mr. Baldwin's 
for power to instal a general Tariff, no apology is needed for an attempt to re-state the fundamentals of the case for 
»Trade. In effect, Mr. Baldwin, having learnt nothing from his disaster in 1923, is again asking the electorate this 
r to empower him to revolutionise the fiscal system of this country. The plea is less direct and more insidious than 
1923. He asks now for authority “‘ to extend the ‘ safeguarding ’ experiment.” To some this may sound harmless. 
ut the bare fact is that if Mr. Baldwin and his party are returned to power at the General Election, they will regard 
mmeelves as in possession of a mandate to extend customs protection to any and every industry upon whose individual 
plication a Committee, without reviewing the needs of the country as a whole, may pronounce favourably. 


“Safeguarding,” as even the Home Secretary and the Chief Conservative Whip have in terms admitted, is Protection. 
is haphazard and high Protection that the people of this country are asked to allow Mr. Baldwin to extend i itely. 
hile, therefore, the line of advance adopted by Mr. Baldwin and his colleagues makes it necessary to meet and refute 
rticular arguments relating to the Government’s several experiments in Protection, there is at the same time urgent 
sessity to realise that the attack is against the foundations of our fiscal system and to refresh our memories as to what 
ee foundations are. It is the object of the following pages to re-state, in the simplest terms, the underlying principles 
the Free Trade case, and at the same time to refute the misleading arguments from the particular to the general which 


isters are inviting us to accept as a result of our recent experience of spasmodic Protection. 


SECTION I.—INTRODUCTORY. 
SUMMARY OF THE CASE. 


uz arguments for Free Trade as contrasted with a policy 
f Trade Restriction are partly economic and partly politi- 
ti, and may be summarised under these heads :— 


Economic. 


Foreign trade is the exchange of goods (or services) 
h a nation is better fitted to produce for those which 
Cannot produce so efficiently. It is, in effect, the result 
yj international division of labour, analogous to division 
H labour between individuals. It leads to a greatly in- 
used production, and is a benefit to both parties. 
This exchange cannot be one-sided—that is to say, 
orts cannot continue without corresponding imports 
kept as a loan, in which case the imports will come 
er, when the interest has to be paid. 
Great Britain lives by exchange to a greater extent 
an any other great country. Nearly 30 per cent. 
value of the goods and services produced in Great 
vain are exported in exchange for imports. Indeed, 
¢ physical resources of these islands could not main- 
" @ population of 47 millions in any other way—still 
fod the comparatively high standard of living en- 
yee to-day. , 
Ezports include not only merchandise, but also the 
of the British mercantile marine, while the commer- 
activities of London are also among the most im- 
t of our exports, by means of which we buy our 
imports. The prosperity of these activities de- 
now, as it has always depended, upon the main- 
ioe of free markets. 
2 restrict imports means curtailing the ability of our 
mers overseas to purchase our goods and services. 


It would compel capital, enterprise, and labour now en- 
gaged in export business to try to find occupation in 
supplying the home market. Particular trades might 
benefit, but the total production of the country would be 
diminished, employment as a whole reduced, and the 
standard of living lowered. 

The policy of Trade Restriction is therefore a policy of 
impoverishment. Under Free Trade, in spite of all the 
difficulties of the times, the standard of living in. Great 
Britain is (with one small exception) the highest in 
Europe. 


These arguments are not rendered invalid by the dis- 
turbances resulting from the war. 


The tragedy of unemployment, however, remains in 
consequence of the reduced volume of world trade and 
the small volume of commerce sailing the seas. This 
particularly affects shipping and shipbuilding. The 
greater part of unemployment is in export trades or these 
dependent upon shipping. 


This, so far from being cured, would be aggravated by 
a restriction of imports. It is obviously impossible to 
transfer Labour and Capital from these trades to others 
without a great loss of efficiency, fixed capital, acquired 
skill, €c. We cannot mend the troubles of Lancashire 
by fostering the home output of lace, silks, cinema films, 
or even fine chemicals. 


This Supplement can be obtained in pamphlet form 
from “The Economist” Office, 6 Bouverie street, £.C.4, 
Price 4d. 

Terms for Quantities by Arrangement. 
(Ready Tuesday, April 16th.) 
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POLITICAL. 


Imperial Preference is not of practical importance as a 
remedy for unemployment. While every attempt to in- 
crease trade with the Dominions, or any other country, ts 
welcome, it is not possible to create a sudden or great 
diversion of national trade routes. 


It is equally idle to suppose that the Dominions are pre- 
pared to see an enormous increase in their purchases of 
British manufactures. On the contrary, their tariffs are 
designed more and more, especially since the war, to 
create and bolster up their own home industries. British 
goods have a preference in the Dominions, it is true, but 
this means that while British goods pay, say, a 20 per 
cent. duty, others pay a 30 per cent. duty. The post-war 
changes of Dominion tariffs, even after allowing for the 
vreferences granted, have meant a rising duty on British 
goods. In view of the determination of the Dominions 
to establish their own industries, the idea of ‘* Free Trade 
Within the Empire ’’ is outside the sphere of practical 
politics. 


In spite of the recent industrial efforts of the 
Dominions, it remains true that without food duties 
there can be no real Imperial Preferencc. 


The argument that while it is a good thing to have 
Free Trade, we can only attain it by putting on a tariff 
to use as a weapon to push down other people’s tariffs ts 
belied by history. The raising of tariffs provokes yet 
another layer of bricks on the tariff walls of neighbouring 
countries, and frequently leads to tariff wars. The history 
of the last 30 or 40 years shows that we have been at least 
as successful as Protectionist countries in securing 
favourable terms for the entry of our goods. 


A more hopeful method of lowering tariff walls is to use 
our diplomatic and financial position to encourage greater 
freedom of commerce in Europe, and to continue to serve 
as the chief inspiration of those sections of opinion abruad 
which are constantly striving, sometimes successfully, 
sometimes unsuccessfully, to modify the restrictive 
policies of their respective countries. This movement has 
been set in force by the World Economic Conference of 
1927, and is slowing gathering momentum. 


It is essential for Britain to help on this movement 
with all her power. It is only possible to develop a poiicy 
of political co-operation between nations if there is some 
degree of economic co-operation. Free Trade in economic 
affairs is the counterpart of the work of the League of 
Nations in political matters. They stand as a joint policy 
against the alternatives of Protection, competition in 
armaments and aggressive nationalisation. 


Protection leads to political corruption. 


These points are expanded and illustrated in the follow- 
ing pages. 


WHAT BANKERS AND BUSINESS MEN THINK. 


One of the best short summaries of the general case for 
Free Trade is to be found in an Appeal, signed by practic- 
ally all the greatest bankers of London, issued in May, 


1921. The following are some extracts from this docu- 
ment :— 


“* It is as true as it was a hundred years ago that foreign 
commerce conduces to the wealth and prosperity of a 
country by enabling it to import the commodities which 
other countries are best able to supply, and to export in 
payment those articles which from its own situation it is 
best adapted to produce: that freedom from restraint is 
calculated to give the utmost extension to foreign trade 
and the best direction to capital and industry: and that 
the maxim of buying in the cheapest market and selling in 
the dearest, which regulates every merchant in his indi- 


vidual dealings, is the best rule for the trade of the whole 
nation. 


‘“‘ The policy of trying to exclude the productions of 
other countries, with the well-meant design of encourag- 


ing our own, cannot increase the vol 

the total volume of employment here. But. 
compel the consumers, who form the bulk e May we 
tion, to submit to privations in the quality = si Populs 
the goods they buy. The importation of nt 
does not diminish the activities of our peo ct me 
such goods can only be paid for by the splat a 
capital and labour. The advocates of a restrictiy —_ 
are too apt to lose sight of the elementary f es 
nations, or rather individual members of nati ne 
foreign goods because they need them, not to b ’ 
others, but to benefit themselves, and pay for tl mm 
producing goods which the foreigner i — 


n hi 
We cannot limit imports into this country withowtam 


limitiy 
our export trade, and striking a grave blow at the 
wide commerce on which this island kin © world 
depends. €dom principal 


‘** Trade is exchange. No nation which 
with others can prosper unless other nations Prosper too 
We hold to-day great stocks of goods. We are ready ¢ 
manufacture more. There is a large and insistent demani 
for them abroad. But owing to the paralysis of Con 
tinental commerce—due in part to the restrictive barrie 
which the new States have set up between themselves 
the would-be buyers of our goods have not the means 
pay for what they want. We have to build up the marke 
that we need by encouraging Continental nations 
export to us. For it is only by exports that they can x 
establish their credit and provide funds for the paymen 
of their debts. In such a situation we believe that a 
expedients to control and hamper imports into thi 
country, whether by licences, tariffs, or any other means 
can only . . . prevent the natural recovery of trade 
Legislation of this nature, while it may increase the profit 
of a few selected industries, cannot fail to check our outpu 
as a whole, and to increase the costs of production to 
level which may make it increasingly difficult for British 
traders to compete successfully with others in the 
markets of the world.’’ 


lives by tradin 


The following is an extract quoted from a memorandu 
signed in 1927 by leading manufacturers, bankers and 
business men in every country in Europe :— 


** There can be no recovery in Europe till politicians in 
all territories, old and new, realise that trade is not wa 
but a process of exchange, that in time of peace out 
neighbours are our customers, and that their prosperity is 
a condition of our own well-being. If we check thei 
dealings, their power to pay their debts diminishes an 
their power to purchase our goods is reduced. Restricted 
imports involve restricted exports, and no nation cal 
afford to lose its export trade. Dependent as we all ar 
upon imports and exports, and upon the processes of in 
ternational exchange, we cannot view without grave 
concern a policy which means the impoverishment 0 
Europe. 


‘* Happily, there are signs that opinion in all countries 
is awaking at last to the dangers ahead. The League ¢ 
Nations and the International Chamber of Commerce 
have been labouring to reduce to a minimum all formali- 
ties, prohibitions and restrictions, to remove inequalities 
of treatment in other matters than tariffs, to facilitate the 
transport of passengers and goods. In some ewer 
powerful voices are pleading for the suspension of “ : 
altogether. Others have suggested the conclusion for ong 
periods of commercial agreements embodying in 
case the most-favoured-nation clause. Some _— ve 
recognised in recent treaties the necessity of freeing tra i 
from the restrictions which depress it. And ed : 
slowly teaching others that the breaking down 0 a 
economic barriers between them may prove the table 
remedy for the stagnation which exists. n ~ cad 
political results which might flow from such 4 po wi ae 
the substitution of goodwill for illwill, of — a se 
exclusiveness, we will not dwell. But we wish a ‘ 
on record our conviction that the establishmen ad 
economic freedom is the best hope of restorins 
commerce and the credit of the world.’ 
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cTION Il._THE NATIONAL ASPECT. 
«SAFEGUARDING? JS PROTECTION. 


SE 







dering the demerits of Protection in detail, 
is necessary to consider one fruitful ground of miscon- 
tion. This is that a policy of Safeguarding, as enun- 
iad in recent Ministerial utterances, is not inconsistent 
;th a belief in the * abstract doctrine ”’ of Free Trade. 
ir Churchill is an exponent of this theory, as witness a 
speech delivered by him at Manchester on January 21st 
jist, in which he said: ‘* So far as the Government were 
concerned there was no question of a revolution in the 
seal system—the establishment of a general system of 
Protection being made an issue at the next election. He 
greed that there was the question of safeguarding indus- 
tries which established their case, but that was a matter 
or business men. He presumed that in that audience 
the majority were Free Traders, as he was himself.’’ Mr 
Baldwin himself has taken a similar view. At Newcastle 
, few days later he said: *‘ Protection, as we use the 
term in politics, is a different thing. Protection is made 
applicable to everything: Safeguarding is made applic- 
able to the things that need it and can prove that they 


need it.”” 


Utterances such as these contain two major fallacies. 
The first is the claim that ‘*‘ Safeguarding ’’ should be 
rgarded from a *‘ business ’’ as opposed to a “‘ political ’’ 
standpoint. Such a plea is a favourite device of party 
politicians trying to foist unpopular and unsound pro- 
posals upon the electorate, and in this instance, as in 
others, can be rebutted very easily. Any proposal that 
alls for action on the part of Parliament necessarily 
comes within the sphere of politics, and the only ground 
on which it can be removed from this sphere is that the 
measure in question is an agreed measure approved by 
members of all parties. 


Before cons! 



































du The second claim that there is a distinction between 
and “Safeguarding ’’ and Protection is as fallacious as the 
first. It can be answered in two ways. The first is that 
of quoting admissions by other members of the Govern- 
ment. T'wo will suffice. In a debate with Sir Herbert 
Samuel on February 19th, Sir William Joynson-Hicks 
siid:—"* T agree there is no difference between ‘ Safe- 
suirding’ and Protection, but there is a difference between 
i general tariff and Protection granted under certain con- 
ditions.” This admission goes half way towards bridging 
the gap that Mr Baldwin claims to exist. The second 
half of the bridge was built the previous autumn by Com- 
mander Eyres-Monsell, the Government Chief Whip. In 
his own constituency he said: ‘I have always been a 
Tariff Reformer, but it is no use kicking against the pricks. 
The country will not have it all at once, so they will have 


ee bit at a time—which is being done by ‘ Safe- 
Apart from such confessions of the Tariff Reformer’s 
ttue faith, the real answer to this claim lies in a con- 
fideration of the procedure adopted by admittedly pro- 
ctionist countries such as the United States of America. 
There, a permanent Tariff Commission is charged with the 
Nestigation of definite trading conditions and claims for 
imendment of the tariff and with the consequent recom- 
ttions to the Government and Legislature. The dis- 
netion between such a body and the permanent Safe- 
Guarding tribunal now proposed by the British Govern- 
“nt is simply one of scope and efficiency, with the 
est ‘antage on this score heavily in favour of the protec- 
ble Vonist country. Again, Mr Baldwin’s belief that a 





a Benerai tariff ’’ necessarily imposes duties upon all im- 
a Ported articles is hopelessly wide of the mark. Apart 





ue that the term ‘‘ general tariff ’’ possesses a 
nr different meaning, not even the most highly pro- 
tite tee imposes duties upon all imports. To 

e United States again, the list of ‘‘ free imports ”’ 
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in the Fordney Tariff of 1922 comprises more than two 
hundred paragraphs, some of which include a large 
number of separate articles, while the late President of 
the United States has declared that this free list com- 
prises no less than 65 per cent. of American imports. 


Evidence such as this is amply sufficient to dispose of 
the claim that there is any real difference between ‘‘ Safe- 
guarding ’’ and Protection. If returned to power Mr 
Baldwin promises almost unlimited scope for extension of 
‘* Safeguarding,’’ for he has stated that no industry, 
except agriculture, shall be debarred from claiming a duty 
before the tribunal. In plainer words, he will open the 
door wide to General Protection. 


And, be it remembered, the Tariff history of all 
countries clearly proves that, once duties are imposed, 
it is a matter of almost insuperable difficulty to remove 
them. 


HOW WE LIVE. 


A nation, like an individual, lives by producing those 
goods and performing those services for which, by tradi- 
tion, experience and general capabilities, she is best quali- 
fied, and by exchanging them for these goods and services 
which she needs and which other nations can produce or 
perform more efficiently than she can. The process of 
exchange is known as foreign trade, and the wider and 
freer the opportunities for foreign trade are, the greater 
will be the prosperity of that nation and the comfort and 
well-being of her citizens. 


The fundamental principle of foreign trade is that the 
more a country buys from the world, the more she can sell 
to the world. It does not follow that she will sell to the 
same countries as those from which she buys, for trade 
circulates through many channels before it returns to its 
starting-point. Mr. McKenna, addressing the share- 
holders of the Midland Bank in 1922, said: ‘‘ Modern in- 
dustrial and transport conditions have brought all 
countries into such close trading relationship as to make 
each an integral part of the trading world as a whole. . . . 
If Russia fails to buy tea in China or India, our Eastern 
market for cottons is narrowed, the United States sells 
less raw cotton to us, and our shipping, banking and in- 
insurance business is impaired. Illustrations could be 
multiplied indefinitely, showing how the trade of each 
country is linked up with that of the whole world.’’ 


Before the war, a well-known example of triangular 
trade lay between England, India and Germany. Eng- 
land sent cotton goods to India, who paid for them by 
sending her low-grade raw cotton to Germany, who, in 
turn, paid by exports of dyes to England. Since the war, 
England has severely restricted her imports of German 
dyes. This has broken the whole circuit, and it is. signifi- 
cant that, since the war, Indian purchases of Lancashire 
piece-goods have fallen below their former volume. 


The Empire Marketing Board have recently issued a 
series of posters for exhibition in British factories. They 
read somewhat as follows: ‘‘ A contract is now in execu- 
tion in these works for Australia. When it is complete, 
how are we to get more contracts from Australia? By buy- 
ing, and getting your wife to buy, Australian products.”’ 
They conclude with a list of such products as Australia 
sends to England. Now, the underlying argument of 
these posters is undeniably true, and they possess a dis- 
tinct educative value. But there is no especial magic 
about Empire as opposed to world trade, and a similar 
poster could be exhibited with equal force if the contract 
had happened to have come from Czechoslovakia. 


There is no mystery as to the broad essentials of the 
goods and services with which we supply other nations, 
and the goods and services which are received from them 
in return. Approximate figures of the country’s balance 
of payments are published each year by the Board of 
Trade, and those for 1924 and 1928 are given below. 
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These two years are selected, not with any reference to 
the term of office of the present Government, but because 
they represent the year of the last Census of Production 
and the Jatest year available :— 
1924. 

£ million. 

Goods and services supplied by the United 
Kingdom :— 


1928. 
£ million. 


123 
. Nil 
130 


(1) Exports of British produce 801 
(2) Net exports of bullion 12 
(3) Net earnings of British ships 140 
(4) Commissions of British merchants, 
kers, insurance houses, &c. ...... 75 80 
(5) Interest on British investments over- 
, 220 285 


Nil 13 


1,231 


1,248 
Goods and services supplied to the United 
Kingdom :— 
(1) Imports of foreign goods, less re-exports 
(2) Net imports of bullion 
(3) British Government expenditure over- 


1,137 
Nil 


1,076 
6 


25 Nil 


1,162 1,082 
86 149 


The first lesson of this table is that the more goods we 
import, the more goods we export. Between 1924 and 
1928, imports fell by £61,000,000; exports likewise fell by 
£78,000,000. The next is that it is futile to argue that 
our exported goods and services can be paid for otherwise 
than by imported goods. They cannot be paid for in the 
buyer’s currency, for that is no use to the British manu- 
facturer, merchant or shipowner, who must have sterling 
with which to pay his wages, rent, rates, taxes, &c. They 
cannot be paid for in gold, for the world’s gold stocks are 
quite inadequate to meet the turnover of a single year of 
international trade. Britain’s share of the world’s gold 
is only £150,000,000 to set against her share of the world’s 
foreign trade turnover of over £1,000,000,000. The next 
lesson is that, so far from Great Britain importing too 
many foreign goods, what she does import falls short by 
£100,000,000 or so of what she needs to pay for the goods 
and services she supplies to the world. This deficit is 
made up by Britain’s loans made each year to the world, 
or, in other words, one-tenth of the goods and services 
she supplies the world with each year are sold by her on 
credit and not for cash. There is clearly a limit to the 
amount of credit Great Britain can give to the world, and 
so it is equally clear that any policy designed to prevent 
the rest of the world selling goods to Britain—and selling 
such goods as the rest of the world, taken country by 
country, is best able to supply—will render it difficult for 
the rest of the world to buy from Britain as much as it 
has done in the past. 


The next point to consider is this: Of what do our 
£1,076 millions’ worth of imports consist? Their broad 
composition is as follows :— 


To this must be added £120 millions’ worth of re-ex- 
ports, raising the total of imports to £1,196 million. Now, 
no advocates of Protection to-day suggest seriously the 
imposition of duties upon food, though in agricultural dis- 
tricts they are hard put to it to explain why Protection is 
rejected because it will raise the price of foods, when in 
industrial districts they have already argued that Protes- 
tion does not mean higher prices. Nor do they advocate 
the taxing of foreign raw materials, most of which cannot 
be produced in this country. So the point at issue really 
narrows down to the £292 million of imported manufac- 
- tures—or, adding the £26 million of re-exports, the grand 
total of £818 million. 
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Of what is the total composed? This ; a 
following table :— 18 18 shown in the 
Description. 
Manufactured oils, fats and resins 


Non-ferrous metals and manufactures t 
Iron and steel Am 
l 


These seven categories account for more than half t] 
total, and the list is a very fair sample upon which ; 
work. “ 

The most obvious point about this list 1s that man of 
these articles are ** manufactured ’’ goods only in it 
in reality many are raw materials. The exact distinction 
between raw materials and manufactured goods is an 
almost impossible one to draw, for the simple reason that 
one man’s finished product is another’s raw material: 
and the Protectionist who declares himself in favour of 
only taxing manufactured goods and not raw materials in. 
evitably impales himself upon the horns of this dilemma 
This list by itself illustrates the point, and elsewhere it is 
calculated that, of the total of £292 million of imports of 
manufactured goods, £65 million beyond question consist 
of raw materials. If such border-line cases as leather. 
steel billets and worsted yarn be also classed as raw mate- 
rials, this last figure would be greatly expanded. In fact, 
it is probably true to say that well over half the total of 
imported manufactured goods consists of the raw 
material of some important trade. 

In such cases taxation is open to the same objections 
as in the case of goods which are actually classified as raw 
materials. Their exclusion by means of a Customs duty 
might conceivably help the industries concerned in their 
production ; but it would be at the expense, firstly, of the 
industries that use these goods as their raw material, and, 
secondly, of the export industries and merchanting, distr- 
buting and shipping interests of the nation as a whole. 


There is no evidence that an expansion in imports of 
manufactured goods entails increased unemployment; in 
fact, so far as the evidence is conclusive, it points to the 
contrary conclusion, This is shown in the followin 


Imports of 
Manufactured 
Goods. 
£ million. 


257 
300 
320 
322 
318 


(The year 1926 is omitted, as the coal stoppage vitiates al 
statistics relative to that year.) 


The average of imported manufactured goods for these 
six years was £291 million, and of unemployment = 
per cent. In 1922 and 1923, imports were below the 
average, and unemployment above the average. 7 
1924, 1927 and 1928 imports were above the average = 
unemployment below. Thus, in these five ee 
statistics definitely show that imports of manufact 
goods helped rather than hindered employment at _ 
The only exception to the rule was 1925, when — ' 
large imports coincided with an unemployment percentag 
just above the six-year average. 


It is no accident that this is the case, for it fallow a 
the undeniable fact that the trades where Te th 
is severest are either the export trades of those tra . 00 
as building and distributing, which, 4 —ae 

re entirely free from foreign competition. 
are entirely fr gn p in Britain’s 


We come now to the most essential factor val that 
economic position. To Britain export is more vi + the 
to any other country in the world. The importancé © 
export trades to the country’s economic welfare “ ae 
the volume of employment available cannot —_* oust 
emphasised. The following paragraphs epetein.* Britain's 
and unassailable estimate of the importance © Professor 
export trade made for the Economist bY, es ‘ 
Bowley :—The ‘‘ net output " of industry 9” 


Average 
Unemployment 
Percentage. 
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4 is estimated at £1,630 million, or, including agricul- 


d fisheries, £1,870 million, after allowing for goods 
d from industry to agriculture and vice versa. 


192 
ture a 


le yalue of exports was £800 million, f.o.b. From 
c ooo’ be subtracted the cost incurred between the 
t 


d the ports and the value of imported raw 
sterials, &C-, contained in the exports; and a rough esti- 
we leaves £530 million as the value of the ‘‘ net out- 
- ” for export at the time the goods leave the factories 
P er places of production. On this basis it appears 
shat hetween 25 and 30 per cent. of the whole product of 
dustry, mining, and agriculture is exported ; of industry 
snd mining alone the proportion is over 30 per cent. 
Professor Bowley, after reviewing other factors which 
come into play in estimating our total national income, 
reaches the conclusion that as much as one-quarter of the 
national income depends on the existence of foreign trade. 
this aspect of the problem is vital. Of our total 
material production nearly 30 per cent. is exported. 
in the case of America the percentage probably does not 
exceed 74 percent. The calculation shows the overwhelm- 
ing importance of our export trade, whose position Protec- 
tion could not help and could hardly fail to jeopardise. 
The Professor’s analysis drives home the old lesson that, 
whereas our economic life is so adjusted as to render it 
necessary for one person out of four to derive his livelihood 
from foreign trade, to-day only one person in five is able 
todo so. To recover our prosperity and to reduce unem- 
pyment we must in the long run sell more to the world. 
We can only do so by buying more from the world. 


fgctories a0 





UNEMPLOYMENT AND PROTECTION. 


The Protectionist, ignoring the fact that as a nation 
we cannot sell abroad unless we buy, puts forward the 
specious plea that in proposing to restrict imports he has 
a‘ cure for unemployment.’’ Admittedly unemployment 
is our most serious problem, and if it were true that 
Protection offered even the faint hope of any cure for this 
disease, we should be the first to plead for its trial. But 
an examination of recent unemployment returns and of 
the relation borne by our imports of manufactured goods 
to employment in different industries completely de- 
molishes this argument. 

In order to compare last year’s trade figures with those 
of unemployment at the end of the year, we have taken 
the Ministry of Labour’s return relating to a date just 
before the Christmas holidays. On December 17, 1928, 
the number of persons, aged 16 to 64 inclusive, recorded 
a3 unemployed in all industries other than fishing was 
1,329,135. From this total we may at once deduct the 
number out of work in occupations palpably ‘* unpro- 
tectable.’’ By this term we mean industries (a) in which 
there is no ‘‘ import problem,’’ e.g., mining and ship- 
building; or (b) in which labour is essentially ‘‘ shel- 
tered,’’ ¢.g., building and internal transport; or (c) in 
whose case ‘* safeguarding ’’ would on any grounds be 
self-evidently useless as a stimulus to employment, e.g., 
shipping, food and distribution :— 


INDUSTRIES TO WHICH PROTECTION CANNOT BE APPLIED. 





Number Percen 
Unemployed of To 
oe Dec. if, 1928. ee 

1. Mining and by-products ...... 230,867 7S 
, ae Vinal sores ant 165,844 12:5 

ructi engi i eo ’ ; 
3. Distribution and celiadandee Ne 99,719 7°5 
4. Internal transport............... 93,080 7-0 

5. Hotel, entertainment and 

VATIOUS BETVICES.....44..00008 76,636 5°8 
6. Shi building and marine en- ers 5.2 
: Food, drink and tobacco...... 39,751 3:0 
9, COVETMNENE ....s..sssesneeneeees 34,655 2-6 
10. Shipping Pee erorcceseccescessereoeee 26,180 2-0 
1 Printing and publishing ...... 10,336 0:8 
Gas, waterandelectricsupply 10,016 0-8 
Total of above .........:.. 856,857 64-5 


Here is an enormous mass of unemployment, nearly 
ro-thirds of the total, concentrated in these 11 indus- 


nes and occupations clearly debarred by their character 


from encouragement by import duties. There remains, 
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then, the balance of 472,278 persons unemployed in other 
manufactures. 


INDUSTRIES IN WHICH PROTECTION 18 TECHNICALLY POSSIBLB, 





Number Percentage 
Unemployed, of Total 
; Dec. ly, 1928. Unemployment. 

1. Metal industries ............... 157,826 11:9 

NS _ 153,852 11-5 

S. Apparel ........cccccssseeeeeeeeees 63,205 4-7 
4. Bricks, pottery, earthenware, 

CE. a cddtinisnedtanlinectsstneece 27,882 2-1 

5. Vehicles ..........ccccecesecscseees 23,395 1-8 

6. Woodwork ........cccccessccsceeee 14,412 1-1 

7. Chemicals, oils, &c. ............ 12,791 1-0 

GS. Leather .......cccccccscsscscccsess 6,198 0-5 

DEINE Sadeincdisiictocesecécoicscs 4,572 0-3 

iy EN insadulackeansipehvctnvunie 4,527 0-3 

11. Miscellaneous..............0s0000. 3,618 0-3 

Total of above ............ 472,278 35°5 


Observing at once that the number out of work in the 
first two categories represents two-thirds of the total 
unemployment in this group, and that the aggregate 
unemployment in categories 3—11 represents only 12 per 
cent. of the total unemployment in the country, we may 
now turn to an examination of our manufactured imports 
and exports. 

In 1928 the total value of our retained imports of 
articles described in the Board of Trade Returns as 
** wholly or mainly manufactured ’’ amounted to £292 
millions, against corresponding exports totalling £579 
millions. From the import side of the account we may 
start by deducting £65 millions, the value of unfabricated 
non-ferrous metals, mineral oil, plywood, and undressed 
hides and skins (all essentially raw materials rather than 
manufactures), leaving retained ‘‘ manufactured ’’ im- 
ports at £227 millions. The export total requires also 
to be reduced for purposes of comparison by the omission 
of £26 millions made up of unfabricated non-ferrous 
metals, coke, and ships. Adjusted thus, the total import 
and export figures can be analysed as under :— 


ene 
mports. E rts. 
£ Miln. ¢ Miln. 
I i cicisnuscainesisiecnanenides 51:3 234-1 
2. Metal industries .........c.seeeeee 57-9 151-2 
3. Chemicals, oils, &c. ............06+ 18-0 34°4 
Ge, Fa eee citdcbcocdcccccccccscccces 8-7 3l- 
B, BOB cncccccccecccoreseseoserencese 18-2 26-2 
6. Earthenware, pottery, glass ... 10-7 13-1 
ie MINED cacnddnectcdececsianséeecssss 8-5 9:4 
DB, PORE ccccccccsccccsscccccescccccoosess 17-0 9-3 
SIRS ssi diucecceansodensdeanecsens 3:2 3:4 
10. Woodwork ........ccccccccesccesscees 5-8 2:5 
11. Miscellaneous...........sccsccccecees 27:7 38-0 
Tae nettniiatieninke 227-0 553-0 


In our concluding table we show for the eleven manu- 
facturing groups—in which we have arranged our sets 
of figures so as to obtain as accurate a basis for compari- 
son as possible—firstly, the percentage of the total 
‘* manufactured exports ’’; secondly, the percentage of 
the surplus of exports over retained imports; and, thirdly, 
the proportion of the total unemployment in these 
industries (35.5 per cent. of the national aggregate) 
attributable to each group: — 


FOREIGN TRADE AND UNEMPLOYMENT. 


Percen 
of Tot 
Percentage of Percentage Unemployment 
** Manu- of in these 
factured ”’ ‘“*Export Industries. 
Exports. Surplus.” 
L. Textiles .........ccseceees 42-4 56-1 32-6 
2. Metal industries ...... 27°35 28-6 33°2 
3. Chemicals, oils, &c.... 6:2 5:0 2-7 
4. Vehicles ...........000000 5:7 7-0 5-1 
5. Apparel ........secseseeee 4-7 2-5 13-4 
6. Earthenware, pottery, 
Blass .....eereceeeeeees 2:4 0-7 5-9 
7. Leather .........seseeceee 1-7 0-3 1-3 
8. Paper ......cccesccccceeeee 1-7 —2°4 1-0 
9. Rubber ......sccscseeeees 0-6 0-1 1-0 
10. Woodwork .........se000- 0-4 —l-1 3-0 
11. MiscellaneouSees......... 6-9 3°2 0-8 
Total of above... 100 100 100 


It will be seen that 92.9 per cent. of unemployment in 
industries where protective duties are a possibility lies 
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in groups 1—6, which in turn account for 88.7 per cent. of 
our total ‘‘ manufactured exports ’’ and 99.9 per cent. 
of the net ‘‘ manufactured export surplus.’’ In other 
words, ‘* safeguarding,’ if confined to industries not 
predominantly ‘‘ exporting,’’ would affect only 11.3 per 
cent. of the unemployment in the whole of these groups 
of trades, a figure which represents about one-fortieth 
part of the country’s aggregate unemployment. Hence 
it follows that when ‘‘ safeguarders ’’ claim to have a 
remedy for unemployment, they are ipso facto either 
claiming that ‘‘ exporting ’’ industries can be stimulated 
by a tariff (a ‘‘reductio ad absurdum’’), or, alternatively, 
are propounding a nostrum inapplicable, as we have 
shown, to 39-40ths of the disease it professes (illogically, 
at that) to cure. 


THE PROTECTIONIST EXPERIMENT. 
OUR PRESENT TARIFF. 


Duties levied on goods entering the United Kingdom 
at the present time can be broadly divided under two 
headings, those Protectionist in intention or effect, and 
those of a purely revenue character, to which counter- 
vailing duties exist in the case of British-produced goods. 
There are also certain duties which rest on the border-line 
between the two classes, these being the duties on silk, 
artificial silk, and refined sugar. 


Duties of the ‘* Protectionist ’’ order are as follows :— 
(a) ‘‘ McKenna Duties,’’ first imposed during the war to 
check importation of what were then classed as luxury 
articles. They were repealed by the Labour Government 
in 1924, and re-imposed by the present Government in 
the following year. Their scope was extended in subse- 
quent years. They are at the rate of 33} per cent. ad 
valorem on the following goods, those of Empire origin 
receiving a preference of one-third :— 


Clocks, watches and component parts; cinematograph 
films; motor cars, commercial vehicles, motor cycles and 
accessories, component parts and tyres for all motor 
vehicles; musical instruments and accessories. 


(b) ‘* Key Industry Duties,’’ imposed under the Safe- 
guarding of Industries Act of 1921, and renewed and 
modified by the Budget of 1926. They are due to expire 
in August, 1936, unless their tenure is prolonged by 
further legislation. No duty is payable on imports from 
the Empire. Imports from all other oversea countries 
are charged ad valurem duties at the rate of 334 per cent., 
unless otherwise specified, in the following list: — 


Optical glass and optical instruments and components 
thereof 50 per cent. ad valorem; scientific glassware, 
lamp-blown ware and laboratory porcelain; galvano- 
metres, gauges and scientific measuring instruments; 
component parts of dutiable scientific instruments; wire- 
less valves; ignition magnetos; arc lamp carbons (1s. 
per lb.); hosiery latch needles, metallic tungsten and 
compounds of thorium and other rare earth metals; 
amorphous carbon electrodes, excluding primary battery 
carbons and arc lamp carbons (v. supra); molybdenum 
and vanadium compounds; and all synthetic organic 
chemicais (other than synthetic organic dyestuffs, colours, 
and organic intermediate products imported for use as 
such), analytical re-agents, fine chemicals, and chemicals 
manufactured by fermentation processes. 


(c) “* Safeguarding Duties,’’ imposed under the pro- 
cedure laid down in the White Paper issued in the spring 
of 1925. These duties are as follows :— 


Lace and embroidery, 33} per cent. ad valorem, as 
from July 1, 1925; fabric and leather gloves, 334 per 
cent. ad valorem, as from December 22, 1925; gas 
mantles, 68. per gross, as froni December 22, 1925; 
cutlery, 33} per cent. ad valorem, as from December 22, 
1925; packing and wrapping paper, 16% per cent. ad 
valorem, as from May 1, 1926; translucent pottery table- 
ware, 28s. per cwt., as from April 19, 1927; buttons, 
334 per cent. ad valorem, as from April 28, 1928; 
enamelled hollow-ware, 25 per cent. ad valorem, as from 
June 13, 1928. 


Adri) 
Iga > 


In every case under this heading th 
posed after an investigation and recommen tei 
ad hoc Safeguarding Committee appointed to j a by ay 
the matter. Nquire intg 
(d) Next come several border-line 
clude :— eases. These in 


(1) Hops, a duty of £4 per ewt. on j 
imposed in 1925, to last for four ae Ops wi 

(2) Silk and artificial silk. These duties wera : 
in 1925, and vary according to the sheen. of macnn 
the stage of manufacture. In every ¢ : 
Customs duty upon the imported artic 
the corresponding Excise duty upon the 
so they are a distinct border-line case. 

(3) Refined sugar. The changes in t| 
made in the 1928 Budget gave a definite 
ference to home-refined sugar. 

(4) Petrol. The tax of 4d. per gallon on 
kindred oils imposed in the 1928 Budget oe a 
to oil of home origin. Py 

Duties of the ‘‘ Revenue ’’ order, in addition to thel 
border-line cases of silk, artificial silk, refined sugar and 
petrol, cited above, are these :— . 

Beer, playing cards, coffee and chicory,* cocoa,* pre- 
served fruit, matches, spirits,* sugar,* molasses 
glucose,* saccharine,* articles containing sugar or sweet. 
ening matter,* table waters, and wine.* In the case ¢ 
those items marked with an asterisk, a preferential duty 
is imposed on articles of Empire origin, which as a rule 
equals five-sixths of the full duty. Preserved fruit of 
Empire origin is admitted free, spirits only enjoy a small 
preference, Empire wines enjoy preferences at varying 
rates, while the preference upon Empire sugar ‘was 
stabilised in 1925 at 4s. 33d. per cwt. for a period of ten 
years, unless the duty upon foreign sugar is reduced 
below that level. 

For the financial year 1927-28 the net receipts from 
Customs duties were as follows :— 


al and 
ase, however, th 
le is heavier than 
home article, and 


1€ Sugar duties 
measure of pre, 


(a) McKenna duties 
(6) Key industry duties 
(c) Safeguarding duties 


Protection duties 
Protection duties 
Border-line casest 
Revenue duties 


111,947,477 


The receipts from purely protective duties are thus 
only £5,700,000 out of a total Customs revenue of 
£111,900,000. The border-line case of £5,084,543 com- 
prises £317,185 for hops, which is a purely protective 
duty; the balance of £4,767,408 represents the yield of 
the Customs duties upon silk and artificial silk. 


‘‘ SAPEGUARDING PROCEDURE OLD 
AND NEW. 


The Safeguardin licy pursued by the present Gov- 
ernment, Scien 193299, a embodied in the White ~— 
entitled: ‘‘ Procedure and Enquiries,’’ which was _ 
before Parliament in February, 1925. An essentia 
feature has been that the Board of Trade retained a ~ 
liminary right of veto over all applications. None has 
been referred to a committee unless the Department ne 
satisfied that the applicant industry could a 
be regarded as of substantial importance,’’ and ost cen 
was prima facie evidence of abnormal, unfair compel a 
&e. Cases that have survived this preliminary _ - 
have been examined by Committees in the light © a 
dence, counter-evidence and cross-examination, —_ of 
to ascertain whether the retained imports PO ne 
are abnormal in quantity; offered for sale here 4 F bly 
below those at which similar goods could be ae - 
manufactured in the United Kingdom, and seriously P 
aR 2s i Ne A 
revenue 


t Excluding refined » which is included under are 


sugar 
duties. The petrol duty, estimated to yield £12,000,00, 


* in force in that year. 
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“a ia) to employment in the applicant industry: also, 
ydicia the ‘‘ exceptional competition,’’ if any, comes 
sbethen rom countries ‘* where the conditions are so differ- 
nly those in this country as to render the competition 
ent from (e.g., by reason of depreciated currencies, sub- 
uofait - inferior conditions of employment in the matter 
sides : or hours). The question of reasonable efficiency 
of ~ nomy in the applicant industry has also been 
-s and the further question (important to note) 
seen the imposition of a duty on goods of the class 
‘escription in question would exert a seriously adverse 
"i t on unemployment in any other industry, being an 
ile using goods of that class or description in pro- 


yction. 

e rules of procedure, these ‘‘ instructions to com- 
nittees ’ have been seriously criticised because of their 
acueness, notably in the matter of the words ‘‘ ab- 
mal” and ‘* exceptional,’’ which, being undefined in 
ie White Paper, have given rise to endless arguments 
nd have, in fact, been differently construed by different 
mmittees. But, though this may have been incon- 
eaient (and in any case some such limiting terms were 
ibviously necessary if Mr Baldwin’s pledge was to be 
wnserved) more serious criticism could be levelled at the 
policy involved in the particular instruction quoted above 
3 to the probable effect of a duty on employment in 
aber industries. The instruction is so circumscribed that, 
y the Balfour Committee has pointed out, it affords quite 
isdequate safeguards for the interests of third parties, 
inluding those of the general consumer. It might be 
jificult for the latter to be a party at the Enquiry, but at 
jast it seems indefensible to consider the tariff applica- 
tion of a particular industry in practical isolation from the 
broad interests of our national industries generally, and 
confine the right of consideration to such industries (if 
ay) as may happen to be direct customers of the applli- 
ants for raw material. The dangers inherent in such a 
policy have been accentuated by the practice of appointing 
d hoc, and quite unrelated, amateur committees to 
onduct the Enquiries. 


The principal changes proposed by the Government 
(House of Commons, November 14, 1928), to take effect 
itand when Mr Baldwin is returned to power, are :— 


1. The removal of the preliminary Board of Trade veto; 


2. The establishment of a single standing tribunal to 
hear all cases. 


3. The repeal of the clause which at present requires an 
ipplicant industry to be of substantial importance (thus 
pening the door to a flood of small Enquiries which must 

pidly overwhelm the time-table of any such Tribunal) ; 


4. The removal of all reference to ‘‘ abnormal ”’ or 
exceptional ’’ competition—it merely being required 
henceforth to show that the foreign imports complained of 
¢ being imported for sale in the United Kingdom “ in 
luantities substantial in proportion to consumption in 
"is country ’’—a very different matter. As against this 
te applicant industry will have to show ‘‘ that it could 
materially increase its present output.’’ Presumably, 
») '§ meant to safeguard the position where the home 
nustry is quite unlikely to be able to supply the needs of 
“ country; but, if this is the object, the wording will 
quire to be very much more strict, for surely almost any 
miustry could successfully maintain that it ‘‘ could 
miterially increase its present output.”’ 


- wh regard to the potential effect on other industries, 


Wh ing of the rule is to be varied to read as follows: 
"tether the imposition of a duty . . . would exert a 
het Adverse effect upon employment or costs of pro- 
on in any productive industry, including agricul- 
ses The difficulties of constructing a tariff by this 
ae ’? method are only surpassed by the grave 
oe in practice one tariff after another will be 
eer as not being calculated (in itself) 
—_ y " to injure employment elsewhere, while the 
. oar effect of such innocent looking duties will be 
isons, 8+ 20 distant date a new fiscal environment 
me ont it the extreme to industries—some of them 

exporting industries—to whom these tariff favours 

inapplicable or denied, 


‘‘ SAFEGUARDING "’ DUTIES. 

In the vigorous attempt that is being made to create 
an illusion of triumph for the policy of Safeguarding, 
a principal method adopted is to lump together the impcrt 
and export figures respectively of all trades which have 
in recent years become subject to protective duties, even 
though many of these duties were not imposed either 
for safeguarding purposes or under such conditions as 
are insistently declared to be necessary to justify safe- 
guarding. In this way the silk and artificial silk, the 
motor-car and the gramophone figures are habitually 
trotted out as if they were all of a piece with the figures 
of those trades which have been protected in pursuance of 
the declared policy of the Government. This does not 
suggest on the part of these apologists an over-confidence 
in the actual ‘‘ Safeguarding ’’ material which is at their 
disposal. 

The illusion, however, tends to become formidable 
when we are now informed, on the basis of total figures 
recently given in the House of Commons, that (if we 
compare the year 1924 with 1928) ‘* the exports of Safe- 
guarded articles have gone up by nearly £10 million, 
while the exports of non-Safeguarded articles have gone 
down by about £50 million.’’ Therefore, it is worth 
while (though it seems lamentable that it should be 
necessary) to point out that the £10 million increase is 
amply accounted for by the returns for artificial silk, 
motor-cars and gramophones (all of which from well- 
known natural causes are expanding trades)—with the 
necessary corollary that the ‘‘ Safeguarded ’’ trades show 
a decreased and not an increased return in exporis. 
With regard to’ the so-called ‘* non-Safeguarded ’’ in- 
dustries the £50 million decline only looks imposing until 
we are reminded that one single item, viz., ‘* cotton yarns 
and manufactures,’’ is responsible for a decline of nearly 
£54 million! Surely nothing more need be said to dis- 
credit this method of hotch-potch statistics. It is worth- 
less as a sign-post for fiscal deductions. 


In a series of articles last autumn the Economist sur- 
veyed in some detail the particular Safeguarding experi- 
ments conducted by the present Government in respect 
of lace, cutlery, gloves, yas mantles, wrapping paper, 
pottery, buttons and enamelled hollow-ware. Nothing has 
since transpired to modify in any essential points the im- 
pressions we then gathered. A piece-meal survey, how- 
ever useful in itself, still leaves open for debate the more 
serious question of the cumulative effect of these detailed 
adventures on the structure and well-being of our national 
trade as a whole. It would be quite possible for duties 
in every case materially to benefit particular industries 
(selected irrationally for tariff favours) and yet to preve 
a disastrous national liability in the end. But so far 
as we have gone at present the quantum of benefits 
accrued even to the alleged beneficiaries is none too clear. 


Lace.—The Lace Duty was born out of misleading 
figures and seems doomed to maintain its reputation. Be- 
fore the 1925 Tribunal the Applicants submitted percen- 
tage estimates of home sales which yielded a result now 
known to have been wrong to the extent of about £2 
million! This makes us cautious in accepting at their 
face value the estimates of their current propaganda, 
which claim (e.g.) that their home sales have actually 
increased by 125 per cent. during the duty period. In- 
deed, the claim is incredible, for after allowing for the fall 
in exports, this would mean that the sale of Nottingham 
products had enjoyed a net increase of over £3 million. 
This, in view of the trifling increase in employment, is 
absurd. Obviously the returns on which the claim is 
based are no true index to the state of the industry as a 
whole. Are they confined to the fancy trimmings section 
(which is the only section that is subject to competition 
from imports)? If so, we have to note that imports in 
1928 were actually higher than in 1924, and that there- 
fore an increase in Nottingham home sales can only 
have been due to an extension of demand. The sugges- 
tion is made (we understand) that though fashion is in- 
deed the cause of this expanded demand, the enlarged 
orders would, but for the duty, have been captured by 
the foreigner instead of by Nottingham. We think, how- 
ever, this claim has been much over-stated, especially 
in view of the proportionately large increases in sales of 
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artificial silk lace trimmings—an item in which the 
evidence at the 1925 Enquiry tended to show that Not- 
tingham needed no price protection. Happily the revival 
of the fashion for lace is likely still further to help the 
trimmings factories. The major part of the industry 
(curtain goods and plain net) needed no safeguarding, 
as at no time have imports equalled 1 per cent. of the 
British production. Our re-export trade has certainly 
suffered. . 

Cutlery.—Here again very wrong figures were sub- 
mitted to the Tribunal. The production was given as 
24 million dozen instead of over 64 million dozen pieces. 
It is hard to be patient with discrepancies so wide. As 
recently as February this year it was admitted by the 
Government in the House of Lords that there was no 
perceptible improvement in this safeguarded industry 
except in the matter of safety razor blades. This is not 
surprising, since the bulk of the imports that were com- 
plained of were cheap pen-knives, scissors, etc., separated 
in price and quality by a very wide gulf from the Sheffield 
products, and these imports continue. 

The recent expansion of the safety razor trade is well 
known, but the claim that it is due to safeguarding will 
not bear investigation. The only ‘‘ imported ’’ blade 
which competes with the safety razor blades made in this 
country is the Gillette, which is merely ‘‘ finished ’’ in 
America from Sheffield Wafer Blanks exported for the 
purpose, and the safeguarding duty, being calculated only 
on the small value of the American finishing process, is 
so small that it has not affected the selling price of the 
article. The import of these blades manufactured in 
Sheffield and edged in the U.S.A. is vastly higher than 
it was before the duty. The very cheap German blades 
(which can be bought as cheaply as 1s. per packet) cater 
for quite different markets and do not affect the question. 


Gloves.—There has been some improvement in employ- 
ment in the leather glove industry. British production is 
higher than it was just before the duty, though the in- 
crease is by no means so marked as is pretended, since 
the J.1.C. estimate persists in giving the 1924 British 
production as only 433,000 dozen pairs, when, in fact, 
the Census of Production shows that it was 533,000. On 
the other hand, the case of fabric gloves seems to be a 
supreme example of safeguarding failure. After years 
of safeguarding there is a production of less than 300,000 
dozen pairs per annum in this country against an im- 
portation of nearly 14 million dozen pairs. The public, 
who are buying five pairs of foreign gloves to every one 
pair of English, are bearing directly or indirectly a tax of 
nearly £300,000 per annum paid to the Treasury. Such 
employment returns as are available seem to indicate that 
there are actually fewer workers employed on fabric 
gloves than there were when the safeguarding enquiry 
took place, though less short time is being worked. The 
annual consumption of fabric glcves is much higher than 
it was, but the share of the trade enjoyed by the British 
glove makers is distinctly less than it was in 1924. 


_ Gas Mantles.—Though foreign imports have been prac- 
tically stopped—not by the duty but by the payment of 
a substantial annual British subsidy to the German manu- 
facturers—British production has not materially in- 
creased. The industry, which is too diffuse and is over- 
capitalised, enjoys a practical monopoly of this market, 
without, however, improving its export trade. 

Packing and Wrapping Paper.—Here we are dealing 
with an article which is an essential raw material to many 
British industries. The effects of the duty are a little 
obscure. Stress is being laid upon the increased manufac- 
ture of kraft papers in this country; but it is well known 
in the trade, firstly, that we had already lagged terribly 
behind in this matter, and, secondly, that a factor more 
important than the duty was the advent in 1926 of the 
Sale of Food (Weights and Measures) Act, which practi- 
cally destroyed the demand for ‘‘ Royal Hands’ and 
aahened in the grocery trades « substitute demand for 
coloured sulphites, etc. 

A fall in the price of wood pulp has, of course, affected 
all wood-pulp papers. The landed value of Scandina- 
vien wrapping paper has fallen by over 10 per cent. This 
clearly is not due to “‘ the foreigner dropping his price 
to meet our duty °’; for the price fall is even more marked 


April r3, 
1929, 
in the case of printing and writi 
dutiable. But the British industial ne, 
kraft has been robbed of the benefits of the 
(which his Scandinavian competitor enjoys) econ 
the Customs duty of 163 per cent. amg 


Pottery.—We have not seen it claj 
unemployment has been relieved by loca ma 
ing duty on imported felspar china. On the oth “ee 
clamour has arisen against a certain quantit To. 
earthenware which is now being imported in sles of f 
cheapest foreign china. The broad facts are hens 
less foreign domestic pottery being imported to-d = 
there was before the duty; but nevertheless = he 
ment in the domestic section of the British 
worse to-day than it was. A heavy fall in the ex 
trade (which is a very substantial matter for the a 
teries) is the ostensible cause. How far this fall is d : 
increased competition which British earthenware is re ) 
ing in foreign imports of felspar china is a matter of 7 
troversy ; but it is significant that Czecho-Slovakia re a 
a fall of 67 per cent. in her china exports to England a 
our duty, but that this loss of trade has been ‘‘ mora tha 
made up "’ by increased sales in neutral markets. 

Of the remaining two duties (buttons and enamel 
hollow-ware) it is too early to attempt an estimate. 

It remains, therefore, unproven, as the Balfour Co; 
mittee has said, whether on balance even the protected ; 
dustries themselves have gained; while of the disturb 
effects of the duties in other branches of the national |i 
no estimate is possible. 
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MOTORS AND SILK. 


The Prime Minister and his colleagues now publici 
link the McKenna with the Safeguarding dutie 
Indeed, they quote motor cars and artificial silk 
striking examples of the ‘* success ’”’ of ‘‘ Safeguard 
ing’’! But is there any justification for the Sat 
guarders’ claim that these industries owe the 
expansion to Protection? Let us examine some of th 
facts and figures relating to these three industries. 


MOTOR CARS. 


With the spread of the motoring habit, and the i 
creasing use of motor vehicles for commercial purpose 
the expansion of the motor industry was inevitable wha 
ever the fiscal system in operation. The industry hi 
been protected since 1915, except for eleven month 
August 1, 1924, to June 30, 1925. It was only alt 
1922, however, that the industry began to expand on 
big scale. Here are the production figures of British cé 
(excluding commercial) since 1922 :— 


(It has been stated recently by representatives of the trade th 
the production for 1928 fell below that of 1927.) 


These figures show that the output more than qua 
rupled in five years. It is significant that the greate 
increase occurred in 1924 and 1925, which included # 
Free Trade period. Thus the prophecies of disaster 
confidently made by Protectionists in 1924, when © 
duties were removed, were completely falsified by eve? 
Why did the production of cars increase 80 rapidly 7 
1922? Solely because of the coming into vogue oh 
small car. This is proved by the fact that of the . | 
cars produced in 1927 no fewer than 121,400, oF 3 
cent., were produced by three firms—Morris, Austin, a 
Singer. The other 45 firms produced only a? 
between them. The ‘‘ Big Three,”’ of course, spect | 
in the small car. Nearly 90 per cent. of the cars P 
duced in this country are of 14 horse-power oF less. fs 

The effective Protection enjoyed by oer nas 
turers—especially the manufacturers of sma : Sl 
the horse-power tax, which has meant —" ret 
engines of low horse-power to ensure & 10 , 
can cars, on the other hand, are of high cone 
which means a high tex. The reason why Engli ao 
do not buy American cars to any extent was exp 
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tl py Sir Herbert Austin, who said that they 
neo not afford to pay the heavy tax necessitated by 
their big horse-power. 
It has already been shown that the greatest increase 


., production of cars took place in 1924 and 1925. What 
at Pxports ? Here are the official figures (to the nearest 


thousand) ren 

June £ July to June. £ 
ena 3,000,000 OO ishiseessi 9,700,000 
IM cine 4,900,000 | 1926-27 ........... 10,400,000 
RE 8,600,000 | 1927-28 *........... 9,200,000 


It will be seen that the increase during the year ending 
June, 1925, which was the Free Trade year, was nearly 
¢4.000,000—a far greater increase than in any year under 
Protection. In fact, since 1925 there has been only a 
comparatively small increase, and in the year ending 
June, 1928, the exports declined considerably, and were 
oly £600,000 more than in the Free Trade year three 
vears earlier. And if we take the calendar years the 
exports in 1928 were £600,000 less than in 1925. 
Obviously the restoration of the McKenna duties has not 


assisted our export of cars. 


There are no separate official figures of employment 
for the motor industry; the Ministry of Labour groups 
them with those for cycles and aircraft, neither of which 
is protected. In this combined group the yearly in- 
creases have been as follows :— 


Year ending June. Increase on previous year. 


STE sn cttindneabebeiateeiaiaiinnienines 13,705 or 7-6 per cent. 
BORE cd. cocediceseoddbdhsdadeedeteedictvk 10,102 or 5-2 per cent. 
ET annsnsmendnsennbeniiaiaadupamsunss 6,548 or 3-2 percent. F&F 
WDB rrccceccisionccrocecevce cvecseee coos 7,015 or 3-3 per cent. 


Thus, the greatest increase in employment took place 
during the Free Trade year ending June, 1925. The in- 
crease in 1928 was less than half what it was under Free 
Trade. 


Safeguarders generally quote the total figures as though 
they related only to the motor-car industry. This is 
erroneous and misleading. A considerable proportion 
belongs to the motor-cycle industry. Though coming 
under the McKenna duties this industry is practically un- 
affected by them, as there is little or no foreign import. 
In this industry we are supreme, and are ousting com- 
petitors from foreign markets. Since 1922 our exports of 
motor cycles have increased eight-fold. Furthermore, the 
enormous expansion of the pedal-cycle industry—which 
is not protected—also accounts for a large part of the in- 
crease. Exports of cycles increased from 201,000 in 1924 
to 339,000 in 1928. Then there is the aircraft industry— 
also not protected—which is expanding, and must be 
given credit for part of the increase. Moreover, it must 
be remembered that the employment figures include 
workers in the innumerable garages and repair shops 
throughout the country, and these form a substantial pro- 
portion of the total. These facts should be borne in mind 
when Safeguarders quote figures of employment in what 
they call the ‘‘ motor industry.”’ 


A review of all the facts and figures reveals no justifica- 

sen of toe aim that Protection has caused the expan- 
® mo dustry. It made its biggest stride 

the Free Trade year. ” 


ARTIFICIAL SILK. 


Safeguarders claim that the development of the artifi- 

cal silk industry is due to Protection. But it was ex- 
panding rapidly before the duties were imposed in 1925. 
0 fact, it was the phenomenal prosperity of this industry 
that attracted a Chancellor of the Exchequer in need of 
additional revenue. Although his professed object in 
ing the silk duties was the raising of revenue Mr 
hurchill gave them a protective turn of about 20 per 
cent. in favour of the home producer. With the increas- 
ing popularity of artificial silk fabrics the continued ex- 
pansion of the industry was natural and inevitable, 
whether it had Free Trade or Protection. 


Protectionists boast about the growth of artificial silk 
“ports since the duties were imposed. Of course, they 
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have increased, but they increased at a much greater rate 
under Free Trade. During the three years ending 1924 
the exports of artificial silk yarns and manufactures in- 
creased by 153 per cent. During the three years ending 
1928 they increased by only 88 per cent. Thus the rate 
of increase under Free Trade was nearly double what it 
has been under Protection. 

Take re-exports. During the three years ending 1924 
re-exports increased by 400 per cent. During the three 
years enditg 1928 they decreased by 4 per cent. The 
rate of increase in imports has certainly declined under 
the duties, but the value increased from £5,500,000 in 
1924 to £7,000,000 in 1928. 

The price of artificial silk is certainly lower than in 
1925, but this cannot be attributed to Protection. In the 
first place, there has been a drop in the world price. 
And Mr Churchill has himself admitted that his tax has 
intercepted a reduction in price which otherwise would 
have reached the consumer in this country. Moreover, 
as Mr Courtauld pointed out recently, several new pro- 
ducers, being short of cash, last year ‘‘ incontinently ”’ 
threw their productions on the market at any price they 
would fetch, ‘‘ well below any possible true cost.’’ In 
consequence, Messrs Courtaulds themselves had to reduce 
their prices last December by an average of over 15 per 
cent, which, as Mr Courtauld said, ‘‘ has cut a very big 
slice off our margin of profit.’’ This fall in price, there- 
fore, had nothing to do with Protection, except that new 
producers came into the industry without adequate finan- 
cial resources—hoping probably to benefit under the 
shelter of Protection—and found themselves in diffi- 
culties. 





THE CASE OF IRON AND STEEL. 


The Prime Minister has promised that, if the Conserva- 
tive party is returned to power at the General Election, 
a Committee shall be appointed to hear the case of the iron 
and steel industry for protective import duties. The 
advocates of Protection for the Iron and Steel industry 
claim that imports are large and ‘‘ abnormal ’’ ; that they 
come mainly from countries which enjoy “‘ unfair ’’ com- 
petitive advantages—lower wages, smaller capital costs, 
and lighter taxes and social charges—and pursue an un- 
fair commercial policy—‘‘ dumping ’’ in one form or 
another ; that this substitution of foreign for British steel 
reduces the output of British plants, lessens British 
employment, hurts profits, and is generally harmful to the 
British industry. All these disadvantages could—so the 
safeguarders allege—be swept away if a duty were levied 
on imported iron and steel. Such a duty, suitably framed, 
would—so they assert—neither raise prices nor injure the 
consuming trades; but it would enable production in 
British works to expand, it would increase employment, 
and its beneficial effects would gradually percolate 
throughout the iron and steel industry, and, indeed, the 
whole nation. 


The protectionists’ case—which we have tried to state 
as fairly as the limitations of space will allow—bears at 
first glance a plausible aspect; but it is really based on 
faulty reasoning and a fundamental misunderstanding of 
the present situation. 


In the first place, in so far as their case rests on the 
exceptional conditions of the years immediately following 
the war, when world-wide disturbance and disorganisation 
loosed many hurtful forces, or on the confused circum- 
stances of the later years of currency inflation and stabili- 
sation abroad and the return to the gold standard at home, 
the steady march of events towards stability has under- 
mined its foundations. In the conditions of the post-war 
world, where vast territorial changes have been made, and 
the iron and steel industry in France, Belgium and Ger- 
many reorganised almost from top to bottom, current 
imports of iron and steel, though larger than just after 
the war or in 1913, are probably not ‘‘ abnormal.’’ And 
the slow but very persistent increase in real wages which 
has in Europe ever since the stabilisation of 
the Continental currencies is relentlessly de ing any 
such spurious advantages as remain from the earlier epoch 
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of inflation and disorder and bringing all producing coun- 
tries abroad down tc the bedrock of natural advantages, 
skilled, efficiency and organisation. 


In the second place the advocates of protection appear 
to misunderstand the effects of a tariff on iron and steel, 
and they, therefore, greatly underestimate the injury it 
would cause. They claim that a properly framed duty— 
though neither its amount nor the range of products it 
would cover has ever been stated—would exclude the great 
bulk of imported iron and steel, and yet would not raise 
prices. But where would the excluded iron and steel go? 
Foreign producers would not see themselves shorn of 
their British markets without making the most strenuous 
efforts to find other outlets elsewhere. Competition on 
the international markets would become ruinously inten- 
sive, and, in the outcome, British exports would probably 
fall more or less commensurately with the volume of ex- 
cluded imports. To-day Great Britain makes roughly $4 
million tons of steel, imports three million tons, and ex- 
ports 4} million tons. Under protection she might import 
only one million tons ; but her exports would fall probably 
by about two million tons, and her total output would 
remain stable at roughly 84 million tons. Her lost two 
million tons of exports would be divided between Ger- 
many, France and Belgium, who would have to find 
markets for that tonnage in order to maintain their own 
cutput at their present figures; and during the period of 
readjustment the struggle in terms of prices would be 
calamitous. Moreover, as we show elsewhere, the policy 
of trade restriction must hamper seriously the activity of 
our merchant shipping, and hence lead to a contraction in 
British shipbuilders’ demand for iron and steel. 


Turn to the claim that an import duty would not raise 
prices. A large volume of production is expected (though 
that, as has just been shown, would not be obtained by 
Protection); and it is asserted that increased output, by 
enabling overhead charges per unit of product to be re- 
duced, would keep prices down to their existing level. If 
this were so, then either it would be possible for steel 
masters to do this to-day and so take over tonnage now 
bought abroad; or else, if impossible to-day, it will still be 
impossible under Protection, and prices will rise. From this 
dilemma there is no escape. And since the mere intro- 
duction of a tariff would of itself bring in no cheapening 
influence, it follows that, in all likelihood, prices would 
rise under protection. At present about 50 per cent. 2f 
the British output of steel is exported directly, and be- 
tween 65 and 75 per cent. indirectly. A rise in the price 
of steel in consequence of Protection would jeopardise the 
exporting position of all the using trades. But these 
trades, on a conservative computation, employ seven 
times as many workers as the heavy iron and steel in- 
dustry alone, and the value of their net output is nearly 
six times as large. Hence, neither employment nor pro- 
duction nor the nation’s income would be increased by a 
tariff on iron and steel; on the contrary, apart from other 
contemporaneous influences, they would be diminished. 
To impose a tariff on iron and steel at the advice of the 
Safeguarding Committee, which would have listened 
simply to the appellant industry and not reviewed the 
broad requirements of the nation’s economic life as a 
whole, would be to take a dangerous leap in the dark. 
Moreover, once having granted Protection to a major in- 
dustry such as this, the country would be on the high road 
to a complete reversal of its fiscal system. 


_ The third mistake made by those who prescribe Protec- 
tion as a remedy for the iron and steel industry’s present 
ills springs from faulty diagnosis. They claim that to-day 
foreign competition is unfair. They overlook the fact that 
before the war wages and social charges, and perhaps also 
the cost of capital, were lower abroad than in Great 
Britain, and that the British steel trades, in the decade 
before the war, nevertheless prospered marvellously. 
Even though since the war there may have been changes 
in these factors of production to Britain’s disadvantage, 
the changes are by no means sufficient to explain the pre- 
sent depression. The true cause lies in the change in 
relative costs, a change which has come about primarily 
—as the Balfour report asserts and as outstanding British 
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steel masters have admitted—becaus : 
plant has been made far more efficient, ee fore; 
the average British plant, and also because theo than 
tion of the industry on the Continent is much enon 
and much stronger than in Britain. It is oe knit 
these statements to claim that the best British on “ 
are at least equal to the best concerns abro Pdeem 
explain Britain’s relative inferiority by pointin rs Le to 
The fact remains that, for reasons by no esueeh istory. 
creditable, Britain’s iron and steel industr lly dis. 
advanced as far or as fast as that Y Aas not 


of her rivals, aj 
the events of the war or the currency inflation of eon ; 
ace, 


Because this relative backwardness of itish ; 
dustry and the existence of excessive co . 
are the tap roots of the present difficulties and Medea : 
—and not “‘ unfair ’’ foreign competition as the ae 
guarders erroneously claim—Protection, which anda i 
nothing for these troubles, is no remedy, Only by drastic 
reorganisation and sweeping modernisation can the lads 
try be restored to health. Protection would probably not 
even remove the symptoms; it would certainly leave the 
disease. And, by preventing—or, at best, retarding—the 
full adaptation of the iron and steel industry to the ney 
conditions of the modern world, it would hamper the 
nation as a whole in its current task of industrial reorgani- 
sation, upon the successful completion of which depends 
the reattainment of full national prosperity. 


INVISIBLE EXPORTS—THE CITY. 


We, as a people, live not only by producing goods, but 
also by rendering service. Those within the latter cate- 
gory have as much right to claim that their livelihood 
should not be interfered with as have those within the 
former category. The shipper, the merchant, the distribu- 
tor, on the one hand, and the banker, the financier and 
the underwriter on the other, all perform a necessary ser- 
vice, and the equally vital services of those engaged in 
transport, both by land and sea, must not be forgotten. 
Without services such as those specified it is safe to say 
that firstly no goods could be produced at all, and 
secondly, if they were, they would be left to moulder in 
the manufacturers’ warehouses, and the consumers’ 
needs would go unfilled. 


London renders these services not only to our manv- 
facturers and exporters, but also to importers of fore:gn 
goods and to the world at large, and the widespread field 
covered by these services decreases their cost to all who 
make use of them. Our exporters need ships to carry 
their wares overseas. Without imports those ships would 
have to return in ballast, and the exporter would quickly 
find that his freight for the outward voyage would be 
fixed so as to cover the cost of the trip both ways. (ur 
manufacturers and exporters both depend on the banks 
for financial aid, and the banks make them advances, 
open for them credits, and accept and discount their bils. 
Our banks also perform these services for manufacturers 
and traders all over the world, and as with the ship- 
owner, the widespread nature of their business enables 
them to offer to all their clients the finest rates. 


It is no accident that Great Britain has become the 
world’s carrier and financier. It is due to three esseD- 
tial things. The first is Britain's geographical situation 
at the gateway of Europe to the West. The second ; 
the long maritime traditions and experience of the —— 
nation. The third is that Free Trade throws the ports 0 
Britain wide open to the world. Olose our ports r 
barriers of Customs duties, red tape and formalities, a2 
our maritime and financial supremacy would speedy 
become endangered. Once that were lost, a large oo 
of the national income would disappear, and with it 0 
power to finance and carry our own trade at the chespés 
rates. 


In 1928 British ship-owners earned for the country 
£130,000,000 from abroad. British bankers, a 
and insurance houses earned another £65,000, odhge 
‘* other services,” including expenditure by vi#! 
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;, accounted for a further £15,000,000. Finally, 
our —_ British capital invested overseas brought us 
ipterest 000 000, making, with £13,000,000 of Government 
ig £280, from abroad, a grand total of ** invisible ex- 
receipts ¢ £508,000,000. This sum fell due to us in 

ie al was just as much an export item in the nation’s 
1928, & account as were the £723,000,000 of British 
i chipped overseas. For every seven pounds’ worth 


f oods we sell abroad we sell five pounds’ worth of 
al § 


og and those who render the services are just as 
errant and have just as much claim to consideration 
ae who make the goods. 

i lance at the Stock Exchange Official List, crammed 

th securities of all climes and countries, should be a 
a ‘ont argument to convince any open-minded person 
“agian Trade is good for the Ci 
;io doubts whether Free Trade is good for the City, 
and his conviction would be still more emphatically 
wntirmed if he could turn over the contents of the port- 
ios of the discount houses. The City maintains its 

at population with a standard of prosperity that is the 
avy of humbler centres, because its bankers, financiers, 
cepting houses, discount houses, produce merchants 
ind all the subsidiary industries that live on them have 
sisted in the financing of world development, world pro- 
duction and world trade. British capital has been poured 
out all over the globe, increasing its productive power, 
and British credit supplies all the world, through cur 
acceptance and discount machinery, with unrivalled facili- 
ties for financing the period between production in ene 
part of the earth and consumption in another. Any re- 
striction on the free passage of goods between one countiy 
ad another, and especially across the borders of Great 
Britain, the great entrepdt of international trade, tends 
at the same time to restrict the profits of the City, 
vhich earns so much of its livelihood from the free move- 
ment of goods and of capital and of credit. 

London’s business has been built on international trade 
and the international connections, in finance and credit 
that trade has brought with it. To lend money to all the 
world and then try to restrict our imports is to invite all 
mr debtors to repudiate their obligations, by making 
it dificult and expensive for them to pay their debts by 
the only means by which international debts can finally 
be paid, namely, by the delivery of goods and services. 
For the present it is understood that we only propose 
fo tax manufactured articles, and so all those to whom 
e have lent money to produce food and materials will 
uot, at first sight, be directly affected. But the manu- 
jacturers, shut out of our market, will, if the proposed 
iriff be at all effective, be less eager buyers of food and 
material, and examples have of late years been plentiful 
hat show how trade dislocation, wherever it may be, kas 
in effect that spreads in widening circles and makes itself 
elt in most unlikely places. British investors and finan- 
lets having given hostages to fortune by lending money 
ill over the world, would indeed be blind to their interests 
i they favoured any policy that restricted the paying and 
purchasing power of the customers whose solvency affects 
their own prosperity so closely. In fact, the interests of 
he City are so international that this country has been 
cused of following a bankers’ and financiers’ policy in 
Powing borrowers to come here for money and leaving 
tem free to spend it wherever they like. It is true that 
’a bankers’ policy, because our international banking 
“ts often got financial business in competition with 
meign centres owing to the absence of restrictions on the 
ending of the money lent. But bankers are not so 
‘ortsighted as to favour a policy which would be bad 
British trade and their home customers, and in practi- 


fact we cannot lend money abroad without stimulat- 


uno ° M : 
Our exports. There is no need to restrict borrowers in 


“tespect, because when they borrow in London they, 
* somebody else to whom they hand the credit on, can 
,) take the proceeds in British goods and services. As 
i City editor of The Times aptly observed some years 
be lend British legal tender, and it can only, ulti- 
uately, be spent in Great Britain. By restricting the 
ment of British capital we increase unemployment 

restricting British trade. By restricting foreign trade 

do likewise, and tariff tinkerings can only have the 
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effect of leaving the City with fewer loans to float, fewer 


= to deal in, and fewer bills to accept and dis- 
count. 


PROTECTION AND AGRICULTURE. 


Protection for agriculture might appear to be ruled out 
of consideration by the repeated assurances of Protec- 
tionists that they have no intention of imposing duties on 
food. For the immediate future, no doubt, it is. But in 
the long run the growth of protective duties on manufac- 
tured imports is the road that leads to food duties; for 
the simple reason that you cannot go on indefinitely 
making farmers pay more for what they have to buy and 
at the same time resist their plea for artificial raising of 
the prices of the goods they have to sell. 

It is therefore as well to examine the effects which 
might be expected from the imposition of duties on agri- 
cultural produce. It is perhaps superfluous to labour the 
depressing economic consequences which would result 
from such an artificial raising of the cost of living, with 
its repercussions on wages and on the cost of the social 
services. But in case there are people who believe that 
this would not be too great price to pay for the restora- 
tion of British agriculture, it may be worth noting that 
the evidence is all against the belief that import duties 
would materially help the farmer. The prices of agricul- 
tural products are fixed in the international market by 
the size of the surpluses available in the exporting coun- 
tries, and as the amount of these surpluses is largely 
beyond the control of the producers, the necessity of dis- 
posing of them somehow is likely to override the effect 
of a tariff. Countries like Switzerland and Norway, which 
have attempted to check the effect of surpluses on the 
home market, have seen the uselessness of duties and 
have tried to meet the situation in other ways. 

Granted, then, that there is no case for ‘‘ Safeguard- 
ing ’’ agriculture, what are Protectionists asking of the 
farmer? They are asking him, as a class one of the most 
distressed groups of producers in the country, to sit by 
and watch—or rather not even that, but to work 
strenuously on—while one by one other industries, some 
more needy and many very much less needy than him- 
self, receive palliative measures which raise the price of 
everything he has to buy. The wider the Protectionist 
net is spread, the more tightly the farmers are squeezed 
between the upper and the nether millstone, as witness 
the plight of the farmers in the United States. Fer- 
tilisers, tools, machinery, labour, dairy equipment, house- 
hold appliances, building materials, power, almost every- 
thing the farmer uses, will cost him more, whereas his 
products will at best remain stationary, and are more 
likely to fall in consequence of the general reduction of 
purchasing power. Further, Protection may very well 
intensify the competition of foreign agricultural products 
with his own, since the partial closing of a given market 
to certain commodities, in so far as it is not balanced by 
a diminution of exports, must lead to greater imports of 
those commodities to which the market is still open. The 
farmer will stand a good deal, but he is already becoming 
vocal, and it is hardly to be expected that he will stand 
this. ‘Then what are the Protectionists going to do? 

So much for the economic aspects of the question. It 
is, however, not uncommon for persons who are too acute 
to suppose that purely economic benefit could accrue 
from protecting agriculture to contend that such Pro- 
tection is none the less desirable on other grounds. Argu- 
ments of this kind are mainly two, of which one is almost 
exploded. We grow at present about one-fifth of our 
wheat requirements, and it has been demonstrated often 
enough that it is ont of the question for us to produce the 
remaining four-fifths, as would be necessary if we were 
to be able to withstand complete economic isolation in 
time of war. But in the event of such isolation, how 
could we prosecute a war without supplies of those 
minerals which are indispensable to the manufacture of 
munitions, and which no amount of Protection would 
enable us to produce for ourselves? No, the seas must 
be kept open at all costs, and since complete self-sufficiency 
is absolutely unattainable, merely to diminish, in a smaW 





n ta 
Sr en Oa ee eee OMe S 


12 THE ECONOMIST FREE TRADE SUPPLEMENT. 


degree, and at great expense, our dependence on foreign 
grain, would be about as useful as adding a few more 
yards to a fire-escape that did not reach within hundreds 
of feet from the ground. 

The argument that agriculture should be preserved and 
extended for the sake of the national health is appealing, 
but vital statistics are far from supporting the view that 
our rustic population is healthier than that in urban 
areas. The idea that we need agriculture in order to 
preserve a national balance of occupations and retain the 
amenities of the countryside is also attractive to mcst 
people; but so is the belief that people whose occupations 
are sedentary should dig their own gardens, wash their 
own cars, and walk to their place of business. Yet most 
of us are driven by financial considerations to employ 
iobbing gardeners and mechanical transport, in order to 
earn money in the time thereby saved. To support Pro- 
tection for agriculture on this ground alone is to assert 
that this country can afford an expensive national hobby. 

It seems clear that the agricultural problem alone is 
sufficient to place the Protectionist on the horns of a 
dilemma. It is equally out of the question to grant tariff 
Protection to agriculture or to protect other industries and 
leave agriculture permanently to pay the piper. 


THE CANDLE-MAKERS’ PETITION. 


Bastiat’s parody of the Protective fallacy may be vieuz 
jeu, but so is Protection; and if our rulers propose to feed 
us on mildewed straw, as Mr Lloyd George once pless- 
antly put it, we have the right to answer them with logic 
that is as old as their effort, and likely to be much more 
effective. Bastiat, then, in his Sophismes Economiques, 
translated and published under the title ‘* Fallacies of 
Protection '’ (Cassell. and Co.), gives a petition to the 
Chamber of Deputies, alleged to have been presented by 
the Manufacturers of Candles, Wax Lights, Lamps, 
Candlesticks, Snuffers, and of the Producers of Oil, 
Tallow, Resin, Alcohol, and generally of Everything con- 
nected with Lighting. This petition complains of the in- 
tolerable competition of a foreign rivai who ‘‘absolutely 
inundates our national market ’’ with light at a fabulously 
reduced price. This rival is the sun, and the petitioners 
pray for the exclusion of sunshine by the shutting up of 
all openings, holes, clefts, or fissures by which it enters 
houses. The petitioners show that if this is done all 
forms of French production will be encouraged. More 
tallow consumed will mean more oxen and sheep, and 
there will be multiplication of meadows, meat, wool, 
hides and, above ali, manure-—the basis and foundation 
of agricultural wealth. Navigation is to hum; thousands 
of vessels will proceed to the whale fishery, and France 
will rejoice in a navy capable of maintaining her honour. 
** Only have the goodness to reflect. gentlemen, and vou 
will be convinced that there is, perhaps, no Frenchman, 
from the wealthy coalmaster to the humblest vendor of 
lucifer matches, whose lot will not he ameliorated by the 
success of this our petition.’’ This parody is nearly 80 
years old, but it is an amazingly close echo of Protec- 
tionist bleatings of to-day. 


SECTION III.—THE INTERNATIONAL 
ASPECT. 


THE ECONOMIC OCONFERENCE AND 
FREE TRADE. 

It is frequently assumed by protectionists that Free 
Trade is a British idiosyncracy, shared perhaps by one or 
two other insignificant little countries, but not subscribed 
to by enlightened and progressive economic powers. A 
complete answer to these people lies in the fact that, when 
the League of Nations ealled a World Conference of 
economic experts representing the educated public opinion 
of almost all civilised countries, the result was a report 


mendations tending to increase the freedom of interna- 


= 


tional commerce. The Conference 

which are now for the most part higher teat tariffs 
war, are seriously hampering trade. For the efore th 
they have arisen out of abnormal circumstances ae 
the war. Some were imposed in an attempt rp 
imports promoted by depreciated curren io, we of 
an attempt to keep in being industries which h at iN 
abnormally expanded ; others were imposed for ios Deeg 
purposes and never adequately reduced in the wie” 
negotiations, while the argument in favour of a 
certdin industries required for national defence foo 
the report, 2 often been abused to cover nie hs 
economic objectives.’’ The result is that the dittinns 4 
themselves in “* a situation which is equally ere _ 
their own economic life and to their international so aa 
relations.’” The case for Free Trade could seanaly # 
more clearly and emphatically stated than in nae 
actual words of the Report: ‘ It is too often pom 
that the attempt to stimulate artificially industries whi, 
would not otherwise flourish in a country may check 
development of those activities for which it is wal 
naturally suited. . . . In such cases the loss is borne } 
consumers, who have to pay more for the products of t} 
protected industry, and by those engaged in the industr; 
that would otherwise have a larger possibility of export, 


In pursuance of this unequivocal principle the Conic 
ence goes on to recommend, among a number of othe 
measures for diminishing the obstacles to internation; 
trade, the following lines of action :— 


1. That nations should take steps forthwith to remoy 
or diminish those tariff barriers that gravely hamper trade 
starting with those which have been imposed to counte 
act the effects of disturbances arising out of the war. 


2. That States should proceed to the conclusion of con 
mercial treaties on lines and under conditions calculated 
to ensure the attainment of the aims mentioned herein. 


3. That, in future, the practice of putting into force, 11 
advance of negotiations, excessive duties established {o 
the purpose of bargaining, whether by means of tarifs d 
combat or by means of general duties, should } 
abandoned. 


4. That the Council of the League of Nations shoul 
be requested to instruct its Economic Organisation t 
examine, on the basis of the principles enunciated by th 
present Conference, the possibility of further action by th 
respective States with a view to promoting the equitab 
treatment of commerce by eliminating or reducing th 
obstructions which excessive Customs tariffs offer to inte 
national trade. 


That is what world public opinion is aiming at. It 
generally conceded that, in such a concerted movement 
Great Britain, by reason of the peculiarities of be 
economic situation, stands to gain more than any othe 
country. She should, therefore, if only out of the pures 
selfishness, be its most eager supporter, and for her 
put any obstacle in its way would be sheer insanity 
Such, however, is the intricacy of the various ts 
systems of the countries involved that progress 18 bount 
to be slow. The work is going on, and has been going 
ever since the Conference in 1927, as the minutes of t 
International Chamber of Commerce show. That it ism 
even more difficult than it is is due to the existence of 
or two countries like our own which have a long traditia 
of Free Trade, or at least of moderation in tariffs, — 
form a vucleus of the development towards which fr 
League of Nations is endeavouring to guide the wor 
Could anything burke this movement more effectively ¥ 
the defection of that country which has always been 7 
chief standard-bearer of liberty in international trade? 
while other countries are slowly and painfully try%6 
move in the right direction, the vanguard of the movem™ 
begins to backslide, what must be the effect? And 
sort of respect for British integrity shall we vege! 
we appear to be trying to go one better than a i i 
and, while recommending other countries to cut 7 
tails, furtively visit a surgeon in the hope of regralt 
our own? 
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tore ¢ 
ost bh PROTECTION AND POVERTY. 
pated b of the most unfair advantages which Protectionists 
— 7 oo the lack of economic education among that 
ad b ; tion of the electorate which is most keenly touched 
aha ihe prices of the necessities of life is that of assuring 
ae c that only through tariffs can their standard of 
nena ising be maintained. ‘hey are, for example, told that 
188, 8 yoless imports from countries having lower real wage 
shas 4 nies can be excluded, their own remuneration will sink 
ions . io the level of that in competing countries, and it is ensy 
nful d io construct & specious argument on these lines, especi- 
cena ally as Protectionists can always appeal to the convenient 
reel ase of the United States. It is true that the United 
ace States workman has the highest real wages in the world, 
erlook in spite of living behind the world’s second highest tariff 
8 whic wall. The case of the United States is entirely peculiar, 
heck th god that country is in itself the greatest Free Trade area in 
is mo the world. But if Protectionists choose the line of argu- 
borne ba ment which consists in correlating the tariff levels of 
ts of tt various countries with their standards of living, they will 
dustrie e well advised to stop short at America, or they will find 
export, Mam that they are holding a two-edged weapon. We give below 
" HMM ihe tariff level indices for certain European countries pre- 

Conte red for the Geneva Economic Conference. The indices, 
of Othe@ vhich relate to the year 1925, represent ‘‘ the average of 
national the percentages which the duties imposed by any given 

country constitute of the values of the commodities 
removdilalg which go to compose the whole catena of goods normally 
or tradelamm entering into international trade.’’ Side by side with 
counters these we give the indices of real wages, based on food 
ar. aly, as compiled by the International Labour Office, for 

an inportant town in each of these countries, for October, 
of comm 1998. ‘The countries are arranged in descending order of 
a tariff levels :— 


















force, :f 
ya ‘ Real Wage . 
shed fo Country. | Tariff Index. ca City. 
farifs d 
uld b ; 
phe dda teneae 41 52 Madrid. 
hs dackbdess 21 42 Warsaw. 
should 9 - sg 
‘tion t Covccccceccccce 6 me. 
ib th eocccccce 13 70 Berlin. 
“d Mie Austria ............ 12 43 Vienna. 
1 by th France ............ 12 58 Paris. 
quitab plies 12 88 Stockholm. 
a con... g -— «| Cominan: 
United Kingdom 5* 100 London. 
Holland............ 4 83 Amsterdam. 
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* Owing to the narrow range of goods covered by the British 


of bef ‘nf this figure has little significance. 


Note the marked rise in the level of the indices in the 





her mm '°4l wage column as it is traced down into the less pro- 
sanity “ted countries. The United Kingdom, Denmark «1.d 
| tart Holland, which are the most nearly Free Trade countries 
bound ““Viving in a Protectionist Europe, are three of the fur 






most prosperous countries as measured by working-class 
consumption of food, and the fourth, Sweden, is de- 
tidedly one of the less Protectionist countries on the list. 
The four most highly protected countries, on the other 
land, have a real wage level averaging less than half that 
ot Great Britain. Whatever the casual relation may be, 
i is evident that Protection and high wages are not, in 
» to be found in conjunction. 


ying 
of th 





IMPERIAL PREFERENCE. 


ing The conception of a zollverein or customs union of the 
pmen ntish Empire is not a new one, and to some it possesses 
whol Many attractions. Many who are prepared to concede 
ud ae at a tariff wall around Great Britain alone would be 
5 fox n absurdity are drawn to the idea of making the British 
thei =. a self-contained economic unit surrounded by 
in tod wall, much as the United States of America are 

ea Such a conception, however, is both economically 

false, and also impracticable. 
aw atly, the idea of the world being split up into three 


our large economic units, each having as few dealings 
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| as possible with its fellows is one that no supporter of the 
cause of world peace can view with equanimity. From 
commercial rivalry, the tariff war and the competition for 
raw materials it would only be a short step to inter- 
national suspicion, hatred and distrust, culminating in the 
threat of war. The Economic Conference at Geneva in 
attacking trade barriers was laying the foundations of 
world peace just as much as those of world trade, and any 
attempts to divide the world into large watertight com- 
partments is not only doomed to failure, but is also run- 
ning counter to the spirit of Geneva. 


Still on more immediate and practical grounds, the 
conception of Imperial Preference stands condemned. 
It remains as true to-day as when Mr Joseph Chamber- 
lain said it a generation ago, that, without taxes on 
staple foodstuffs real Imperial Preference is impossible. 
Six years ago, Mr. Bruce, of Australia, made no secret of 
the fact that preference on foods and wool chiefly interest 
his country, and this contention is amply proved by the 
following table to be equally true to-day :— 


BritT1sH IMmPorRTs FROM AUSTRALIA. 
(In £’s million) 


1922. 1928. 
SN niiniiitini sittin inti ntenteeadinelen 10-2 6-2 
Meat :— 
WemOTE WOON hii sks cs ckscciecdcdec scone 2:2 2-2 
Frozen MuttOn.cccssccccccccscscoccccsoce 3°7 1-8 
ESR S TES aa Een ea 27-4 20-1 
Total of above .............csccccecsccceeess 43-5 30-3 
Total imports of all kinds ............... 64-9 54°5 


Last year these four items, none of which even the 
most enthusiastic trade restrictionist proposes to tax, 
comprised nearly three-fifths of our imports from 
Australia, while of the remaining two-fifths a substantial 
proportion falls within the same categories of foodstuffs 
and raw materials. The same is true of Canada, as the 
following table bears witness :— 


BRITISH IMPORTS FROM CANADA. 
(In £’s million) 


1922. 1928. 
TN as deitasenhcntecninibanbrakes dinnvececein 13°8 22-1 
Wheatmeal and flour ..............seecees 5-3 3°5 
alien tennnalatnitendlentnbadaatns 4-3 1-4 
NR oa sos casa cennavapeneoeesa 4-5 4-9 
Barley and Oats .........ccsessesesecseseee 2-7 1:7 
MI icc ccccusale sc vadabasasienceseneaneses 1-5 x 
Total of the above ..........ccccccsseccees 32-1 33°6 
Total imports of all kinds ............... 54:9 57:1 


Both these tables show that unless we are prepared to 
impose customs duties upon imported foodstuffs and raw 
materials, the preferences we can grant to the Dominions 
will not satisfy them, but will certainly cause discontent 
and irritation to our trade as a whole. 


Besides, if we cannot give a real measure of preference 
to the Dominions without going against our own vital 
interests, neither can they give us a preference upon our 
own goods without departing from the tariff policy to 
which rightly or wrongly they are committed. is 
policy has as its main purpose the giving of what they 
consider to be adequate protection to their own 
industries. Their common practice is to reckon out what 
the net duty will be on British goods—that is the full 
duty less the preferential rebate—and fix the full duty 
sufficiently high to make the net duty protective. The 
tendency has always been for the net rates of duty 
charged upon British goods to advance in every revision 
in the Dominion tariffs. The fact of the matter is that 
Australia, at least, is committed to an artificial stimu- 
lation of her manufacturing industries, and with this 
general policy the preferential treatment of goods of 
British origin will not be allowed tc interfere. Such a 
policy we believe to be misguided, from Australia’s own 
standpoint as well as from that of ourselves. But we 
hold with still greater emphasis that it is Australia’s right 
to pursue this or any other policy, if she thinks fit to do 
so. We have, then, to dismiss from the realm of 
politics the idea that Empire Free Trade is possible. 
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Some people appear to be attracted to the project of 
Imperial Preference mainly by the idea that national 
safety demands that we should make certain of an ade- 
quate supply of foodstuffs from within the Empire in 
case of war. In the first place, as we have seen, Safe- 
guarding does not seriously touch this question, 
because foodstuffs are excluded from its scope. But 
those who harbour this idea of securing adequate 
food supply from the Empire in war time would do well 
to study what happened in the course of the Great War, 
1914-18. At the crisis of the war considerations of dis- 
tance and shipping scarcity made it impossible for us to 
take the usual quantities of wheat from Australia and 
India, and we had consequently to take more from 
countries nearer at hand. When the great stress of the 
war came, we found it necessary to take less from the 
Empire and more from foreign countries, and learnt the 
danger of relying in war-time on supplies from the Anti- 
podes. 


Another main lesson of the war was that we were 
dependent not only on men and food, but also upon raw 
materials and munitions; and for safety in regard to the 
supply of these the only logical policy is to keep open 
for ourselves the widest possible field from which to draw 
them. 


The final objection to Imperial Preference is like the 
first, based upon higher, if less tangible, grounds. The 
British Empire is a family of independent peoples. Now 
it is well-known that in any family the introduction of 
money matters is a fruitful source of friction, and, at 
times, of ultimate disruption. This argument applies 
with equal force to any attempt to found the unity of 
the Empire upon the basis of tariffs and preferences with 
the inevitable consequence that sooner or later the 
interests of various members of the Empire will diverge. 
To urge upon the Empire the introduction and mainten- 
ance of Imperial Preference is to do no service to the 
Empire, but is very much the reverse. 


SECTION IV.—SOME GENERAL 
POINTS. 


FREE TRADE AND THE EXPORT OF CAPITAL. 


Correspondence in the columns of the Economist has 
revealed a new line of Protectionist argument. It is that 
the increased modern mobility of capital has, for some 
obscure reason, knocked the bottom out of the case for 
Free Trade. The question which agitates the waters of 
controversy is this: Is the investment of a given sum 
abroad necessarily followed by a corresponding export of 
goods? Plainly, in so far as the capital is used in the 
direct purchase of British goods a fresh export is set up. 
It is suggested, however, that, even with the addition of 
the financial and trade commissions which are invariably 
reaped by a country like Great Britain over this sort of 
transaction, the direct stimulus to exports, visible and 
invisible, only accounts for what may be a small portion 
of the amount invested. The answer is that since an 

of capital at bottom consists in placing a sterling 
credit with the foreigner, the realisation of that credit must 
eventually react to the extent of its full amount in favour 
of the outward balance of trade. 


The Protectionist’s next argument is that the supply of 
British capital under present conditions is inadequate for 
home purposes, and that Protection would encourage the 
concentration of investment in our own industries. Once 
more stands naked of defence, for the greatest 
need of capital reorganisation and development is in those 
trades which cannot be - Moreover, the number 
of speculative issues successfully floated in the London 
Stock Exchange proves that there is more free capital 
ready to expand and refit British industry than British in- 
dustry is ready to absorb. No reason for Protection can be 
found in the easy flitting of capital abroad. With or with- 
out Protection, the artificial silk and motor industries, and 
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all other protected and protectable ¢ 

for all the British capital which peg not wa 
position warranted, and a redirection in their (et 
new capital investment will only accentuate th ——s 
ties of the unprotectable trades. © difficy 


os have forgotten, breaks in 
capital now exported to develo itain’s j 
competitors. We have already Ascot yoarewen 
fere with that capital export is to prejudice our no unas 
industries. That argument would, of course be cae 
if the retention of capital were caused by the on na 
or reconditioning of those industries themselves ae 
general advancement of the nation’s industrial io . 
But, on the contrary, our assertion is that Protect 
diminishes the aggregate production of the country, au 
by harming the unprotected trades in larger measu;e inn 
it benefits its favourites, in no way increases the ae. 
return on capital invested here compared with invest 3 
overseas. That is the key to the direction of new ca " 
movements, and even were that balance further a 
by natural processes in favour of home industry a 
should continue to believe that in the development ol 
overseas markets, by our continued investment abroad] 
lies greater advantage to the whole industry of th 
country than is offered by spoon-feeding with deleterious 
patent medicines. 


the Protectionist, th 


PROTECTION AND LARGE-SCALE PRODUCTION, 


One of the most specious arguments advanced by 
industries which prefer a claim to protective duties i 
that which is based on the economies to be realised from 
large-scale production. They point out that at present 
their plant is occupied to an extent very far short of its 
full capacity, and contend that if the home market were 
secured to them, the resultant spreading of overhead 
costs over a larger output would so lower the price per 
unit ‘that they would at one and the same time benefit 
the home consumer and recapture their foreign market. 
The number of unwarranted assumptions contained in 
this argument is remarkable. 


In the first place, a protective duty can only protect 
if, at the outset, it results in a rise in price. Now the 
home producer, in casting covetous eyes at that part of 
the home market which is at present supplied by 
imported goods, cheerfully assumes that it would stil 
be there if the price were very substantially raised. Hut 
would it? Many things would not be bought at all if 
it were not for the availability of cheap foreign supplies, 
and it is quite possible that the elasticity of demand tor 
many commodities may be such that the total amount 
purchased after the price has been raised by the impo 
tion of a duty is less than that part of the total cov- 
sumption which was formerly purchased from home 
producers. The home manufacturer that is, gets the 
whole market, only to find that it has shrunk to smaller 
dimensions than that part of the market which pre 
viously fell to his share. 


Supposing, however, that the demand for the protec 
commodity is not so elastic as that, and that the Briti 
manufacturer secures his market without much loss 'y 
shrinkage. The result, at best, could only mean 
substantial increase in his output if the former ee 
bore a very substantial proportion to the total produc: 
tion, so that the new outlet for his product =a 
considerable. But considering the size of the _ 
market, and the large proportion of our staple wn 
factures whick is exported, these conditions ar a 
likely to be fulfilled in many cases. It is for the “e so 
with a vast internal market like that of the , al 
States to talk about the economies of large S“ a 
duction which result from exclusive access to - al 
market. As regards this little island the argu 
cannot possibly have any general application. te 

7 


Apart, however, from the difficulty of neuen re 
home market by the proposed means, and from yment 
of the market when it is secured, this line tae 
overlooks the very essence of our present trade. 
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2 of specialisation so high that, while exporting 
t wan degre 129 million square yards of woollen tissues we 
etitiy ae 33 million square yards of a different type, surely 
‘Our 9 — ‘self more to large-scale economies than a system 
lifficy) yess hould aim at making every possible variety 


’ Ls, ’ S. 
ae market, and not so much of any une kind. 

it is a typical flaw in Protectionists’ arguments that 
the case for each industry is argued as though that were 
the only industry under consideration, but when the 
effect of simultaneously protecting a large number of 
industries is contemplated, the whole picture is trans- 
formed. It may be possible, in certain circumstances, 
ytificially to curtail the imports of a certain commodity 
yithout detriment to exports of that commodity, but it 
certainly cannot be done without checking exports of 
ome kind, and the protection of industries as a whole 
must check exports as a whole. Then what becomes of 
the large market which is to reduce unit costs? Again, 
the price rise, even if it were as protectionists allege, 
oly temporary, when extended to commodities in 
general, by its effect, both directly and indirectly through 
wages, on general costs of production, would act any- 
thing but favourably upon our competitive power in 
international markets. 


Considering that a favourite line of attack upon Free 
Trade is that which consists in calling it theoretical and 
doctrinaire (‘‘ all very well on paper, but out of touch 
with practical considerations *’), it seems surprising that 
Protectionists should have been guilty of one of the oldest 
and most frequently exposed errors of the early econ- 
omists. In talking so lightheartedly of building up large 
industries by artificial means, they gaily assume that 
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ities ism capital and labour are completely liquid things which at 
d from@lm once take the shape of any mould into which they are 
presenti poured. But actually, capital is highly specialised 
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machinery, and labour is supplied by highly localised 
buman beings, often with highly specialised skill. Beat- 
ing swords into ploughshares may be comparatively easy, 
but the beating of high explosives into sugar, or silkmills 
into blastfurnaces, is a tax on the ingenuity even of 
tariff reformers. The flow of national resources into the 
right channels is sluggish enough in all conscience; if 
every Government is to be allowed its own system of 


protectfmmm “ams and sluices to deflect it into the courses which its 
ow them Supporters prefer, how much of the fluid will escape 
part off “sorption into the sand? 

ed by There is, however, one clinching argument which 
d still MM renders all others unnecessary. Those members of the 
. Buti Balfour Committee, who favoured the protectionist view, 
; all if were prepared to make the benefit to the consumer 
pplies, MM 4 condition of the granting of a duty. If any industry is so 
ind tor confident of the results on prices and exports of a given 
moult increase in the scale of production that it is prepared to 
se Ma “*Pt protection on the understanding that prices are 
phon utimately to be lowered, what is to prevent its going ahead 
ta th ce a duty, planning for a substantial increase in 


maliet put at a consequently lower cost per unit, and captur- 
— ing the market atonce? Its demand for a duty is a precise 
: heasure of its lingering uncertainty. Failure to accept 
this challenge gives away the whole case; acceptance of 

tected HE * Would render Protection unnecessary. 





British 
oss by 
ean 4 
pols MPROTECTION, CORRUPTION AND DISTRACTION. 
ae We are apt to be proud of the comparative purity of 
ritish IN Ye public political life of this country. There is a vital 
manu: bger that Protection would introduce a prevalence of 
e Lot bbying, log-rolling, and even of actual corruption. In 
ntries Ml ‘“e hey-day of the old Tariff Reform campaign of 25 
Jnited HMMs ago, this danger was explained in very graphic 
) pro ane by no less a person than the brother of Mr 
ho:ne HM ‘°Seph Chamberlain. Mr Arthur Chamberlain said that 
ment a under protection he could earn more in a day in the 
y of the House of Commons than by a year in his 
y the wey These were the words not of a polifician, 
9 size this of a sober business man, and the little experience 
ment ~ Country has so far had of protection indicates that 
A 's assertion has a certain basis of truth. 
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Mr Arthur Chamberlain’s statement is merely an 
echo of the experience in protectionist countries with 
which every student is familiar. One notable quotation 
must suffice. Mr Thomas Walter Page, lately Chairman 
of the Tariff Board of the United States, in the book 
which we quote elsewhere, says :—‘' Liberal campaign 
contributions, expensive and misleading propaganda, 
costly and expert lobbying, astute distortion of evidence, 
and the personal prestige and consideration enjoyed by 
men in control of great affairs, are among the means at 
the disposal of ‘ big business’ for securing duties need- 
lessly high. And the power to divert the effects of the 
law is as important as the power to make it. The more 
monopolistic the control of an industry may be, the more 
completely it is able to dictate the prices that consumers 
must pay, and producers must receive for its raw 
material. Accordingly, duties which have been declared 
necessary for the maintenance or expansion of an 
industry may merely swell the profits of those who control 
it. This obvious advantage explains why the American 
tariff has been called ‘‘ the mother of trusts.”’ | 


Safeguarding is bad for the manufacturer, bad for the 
merchant and bad for the politician as well. The moment 
it is known that a trade has submitted to the Board of 
Trade an application for a safeguarding duty, a spirit of 
unsettlement pervades the whole trade. Merchants who 
are accustomed to draw their supplies from both home 
and foreign sources immediately find themselves in a 
state of uncertainty. Their temptation is to load them- 
selves up with stocks of foreign goods, so that they can 
be well prepared for the duty, should it be imposed. On 
the other hand, should the application be turned down, 
they will find their warehouses hopelessly over-stocked, 
and their working capital sunk in goods, of which it will 
take them months to dispose. The manufacturer in his 
turn finds himself conducting his business with one eye 
on his works and the other on the Safeguarding Com- 
mittee which is investigating his claim. There will be 
frequent consultations with his Trade Association and 
the counsel arguing his case, frequent journeys to London 
to give evidence before the Committee, or merely to see 
how things are going. During all this time, his mund 
will be distracted from his main job, and until the ques- 
tion of the duty is settled, he will be unable to lay his 
plans ahead, and get on with his job. A man who is lying 
on his back waiting for sweets to be dropped into his mouth 
can hardly be an effective pursuer of industrial efficiency. 


LESSONS FROM PROTECTIONIST COUNTRIES. 


The Protectionist would have us believe that large-scale 
unemployment is the peculiar property of Britain, and is 
due to the effect of our adherence to the policy of free 
imports. This, of course, is absurd. One only has to look 
to Germany to find a counterpart of our unemployment 
problem, while it is not so Jong ago that the United 
States herself had an unemployment figure compared 
with which ours is insignificant. 


Approaching the matter from the opposite angle, the 
Protectionist also tells us that the prosperity of America 
is due to Protection. This is equally misleading. The 
difference in the circumstances of America and this 
country can hardly be over-emphasised. The size of its 
territories is twenty-five times, and of its population nearly 
three times, that of the British Isles. Within its borders 
are produced the vast bulk of the food and raw materials 
required by its people. Its home market is of preponder- 
ating importance. It has been estimated that over 90 per 
cent. of the total trade of the United States is in the home 
market, and its trade, let it be remembered, is carried on 
between a large number of constituent States under con- 
ditions of free and unhampered exchange. The fact is 
that the United States is the finest example that history 
has yet provided of a great Free Trade Unit nearly self- 
dependent. If Protectionist theories are sound, why 


should not the Northern cotton mills of New England 
have protection against goods made by cheap negro labour 
in the Southern mills, and why has no one attempted to 
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cut up.the United States into twenty tariff zones? The 
United States indeed is a standing sermon to Europe on 
the obstacles to prosperity presented by a series of tariff 
walls. 


But the United States has an even more important 
lesson to teach the British Protectionist, for her own ex- 
perience of the working of tariffs bears out in almost 
every important point the arguments which lie at the base 
of the case against trade restriction. The truth of this 
will quickly be realised by anyone who reads a very not- 
able book entitled ‘‘ Making the Tariff in the United 
States.’’ Its author, Mr ‘'homas Walker Page, was 
Chairman of the United States Tariff Commission in 1921. 
He speaks, therefore, with unassailable authority, and, in 
producing this book, he had the assistance of the trained 
staff of the American Institute of Economics, who can 
hardly be suspected of unfairness or bias. Here are some 
of the points which Mr Page deduces clearly from 
American experience. He first of all demolishes the idea 
that it is possible to make the foreigner pay, *‘ with rare 
or merely temporary exceptions.’’ He writes: ‘* The 
effect of American tariffs has been to raise the price that 
must be paid for imports in the American market.’’ 
Again, ‘‘ The only way in which a tariff can give protec- 
tion to domestic industries is by keeping the price of im- 
ports in the domestic market above the foreign level, and 
the only intelligible reason for doing this is that it enables 
domestic also to sell at better prices.’"’ Mr. 
Page is equally clear on the effect of import duties on 
export trade, and here his words imperatively demand 
British attention. Although he is speaking of America, to 
whom foreign trade is of comparatively small importance, 
he writes: ** The effects of duties on imports upon com- 
mercial relations are frequently injurious to export trade, 
and, therefore, indirectly to domestic industry.’’ Among 
the other important points that he makes, is to dispel 
the delusion that any country can help its trade by tariff 
bargaining. A study of its experience, he tells us, led the 
Tariff Commission to disapprove of the use of the tariff 
for bargaining purposes. 


Mr Page’s book is a veritable gold mine for the Free 
Trader, but we must reluctantly leave it in order to ad- 
vance another example of tariff experience. This example 
we take from protectionist Australia. The official Tariff 
Board of Australia in 1926 warned its Government ‘‘ as to 
the danger of the tariff being used to bolster up an ever- 
increasing cost of production irrespective of any considera- 
tion being given to the ever-widening gaps between the 
standards maintained in the Commonwealth on the one 
hand, and the Continent of Europe on the other.’’ This 
warning was not heeded, and a year later the Commis- 
sioners described the situation as ‘‘ critical.’’ ‘‘ The situa- 
tion,’’ they say in their report for 1927, ‘‘ calls for the 
serious consideration of all parties, classes, and indi- 
viduals, of the Commonwealth, otherwise it can see 
nothing but disaster ahead.’’ A remarkable chapter in 
this report deals with what the Commissioners call ‘‘ the 
abuse of protection ’’—abuse by industrial unions, abuse 
by the protective manufacturers, and abuse even by the 
primary producer. The Report states that one feature of 
the situation is ‘‘ the use made by manufacturers of 
profits arising as result of a high degree of protection.”’ 
The consumer, it is made clear, does not get the benefit. 
Again, “‘ The under such circum- 
stances can be made a convenient shelter for obsolete 
plants and methods."” As for the Australian farmer, his 
plight is very black, as it is painted: ‘‘ Whilst frequently 
protesting against alleged burdens heaped upon him by 
the secondary producer, he himself demands complete 
immunity at any costs from overseas competition, and is 
not always on his guard against sheltering inferior pro- 
ducts and inefficient methods.’’ This report, too, like Mr 
Page's book, lays stress upon the hampering effect of the 
tariff on exports of manufactured goods. 


When we remember that Britain relies on the export of 
manufactured goods as the basis of her livelihood, and 
that her greatest industrial need to-day is to press on with 
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reorganisation instead of waiting f 
State, these lessons from actual Sorift — from the 
of infinitely enhanced importance. They are | = become 
Britain cannot possibly afford to ignore, Sons that 


—_—_—_—_—___. 
THE WORLD LOOKS To BRITAIN 


To compress within the space allotte i 
ment even the main arguments against Treg hs Sun 
is a8 impossible as to put a gallon of water into _ 
pot. We have, for instance, been able to give all t . 
adequate space to the vast range of international on 
derations involved. The circumstances have const a 
us mainly to look at our problems from the view. om 
British national advantage, for it is mainly ame r 
angle that the British electorate will regard it when, in 
few weeks, they have to make a great decision, a 


From the purely national point of view our brief dig 
cussions of certain outstanding points have led us { 
these, among other, main conclusions :—That to on 
livelihood as a nation export of goods and services 
vital, and Protection (which is synonymous with “ exten 
sion of Safeguarding ’’) will jeopardise our exports. Tha 
Protection cannot remove or even decrease unemploy. 
ment. That Protection would gravely hinder that wor 
of industrial reorganisation for efficiency, which is th 
only road to recovery of prosperity. That Protectic 
means log-rolling and corruption. That our greatest ani 
most distressed industry, agriculture, has everything tg 
fear and nothing to hope from Mr Baldwin’s fiscal policy 
Such great considerations, if generally comprehended 
should alone be sufficient to cause the British people t 
record once again their wholesale condemnation of 


policy of Trade Restriction. 


Even in our discussions of the international aspect 0 
Free Trade we have in these pages approached the matte 
mainly from the standpoint of the material advantage 
this country. A great movement is on foot in Europ 
towards a saner fiscal policy, and from that movemen 
Britain above all nations stands to benefit. It is 
inconceivable that any British Government should choo 
this moment for a British backsliding into Protection 
which would deal a death-blow to that movement a 
would lead Europe back into the rut of exclusive a 
embittered nationalism, which was the most danger 
legacy of the Great War. Yet that is precisely what M 
Baldwin proposes. The importance of that grim, star! 
truth cannot be over-emphasised. 


In the few lines that remain to us we would venturt 
to lift the matter for a moment on to a broader and 
higher plane. A writer in a great American publicati 
recently said :—‘* Suggest to an American or an Englis 
man that he has no right to create tariffs, which, whil 
of dubious benefit to himself, are ruinous to this or tha 
group of foreigners, and he would stare in genuine amas 
ment at the suggestion that the ruin and misery ‘ 
foreigners is any concern of his or should influence 
conduct in the slightest degree.’ Here, indeed, is foo 
for thought. . The economic interdependence of t 
nations of the world has grown so greatly that it 
longer possible or desirable to consider policy on i 
national lines. Britain, from her own view-point, 0! 
nations, can only be prosperous in a prosperous W 
and the broader view goes hand in hand ao 
narrower. The policy of economic liberalism is Britt 
tradition and her mission to the world. It is the 
policy which harmonises with the world’s desire for Pe 
and Security. ' 

The Geneva resolutions were a cri du ono ; 
peoples of all nations who have suffered from the =a 
nationalistic policy of trade restrictions. It 2 rf 
power of Britain to help them at the same do 
helps herself. If Britain now refuses to led say 0 
path of true economic statesmanship, history ye 
her that she saved her own people 
and the world by her example. 


Bast Harding 
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ABRIDGED REPORT OF THE DIRECTORS. 


In submitting to the Shareholders the Accounts of the Corporation for the year uired from the Custodian of Enemy Property as the result of War legislation, and 
ended December 3lst, 1928, the Directors state :— ‘ the Directors have set aside out of profits an additional sum of £30,000, making the 

The realised net profit for the year, after deducting all outgoings, including com- | amount standing to the credit of the Reserve Account £630,569 14s. 7d. ‘They have 
missions and bonuses paid to the management and staff, is £428,582 1s. 8d., to w also declared a final dividend of three shillings and sixpence per share, making a 
£103,013 7s. 1d. brought forward from 1927 has to be added, making a total of | total distribution of five and sixpence share or £385,000 for the year. 
£531,595 8s. 9d. An interim dividend of two shillings per share was paid on Novem- | The balance of £116,595 8s, 9d. qninted ferwand to now anceunt. 


ber 22nd last. The Reserve Account has been increased by £116,355 16s. 10d., repre- The results of the Modderfontein Deep Levels show a remarkably small variation 
senting the premium on the re-issue of some of the ex shares in the 


in on over the last four years, as will be seen from the appended figures :— 
Tons Gold output 


orking costs orking profit Dividends 
milled. (and per ton). Pa (and per ton). (and per ton). ___(and pershare). __ 
524,100 £1,187,551 (45/4) £404,704 (15/5) £782,847 (29/11) £675,000 (6/9) 
528,200 1,189,460 (45/0) 403,144 (15/3) 786,316 (29/9) 675,000 (6/9) 
529,300 1,192,932 (45/1) 407,774 8/3 785,158 (29/8) 675,000 (6/9) 
2 530,300 1,192,978 (45/0) 419,373 (15/10) 773,605 (29/2) |_____ 675,000 (6/9) 
ore reserves at December 3lst amounted to 3,000,000 tons assaying dwt. lower as a result of the 
por ton over a stoping width of 79 inches, comparing with 3.560,000 ao oust See ences aeemmaeenas the end of 1927, and the dividend 
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8-9 dwt. over 80 inches at the end of 1927. These figures to the in Hoek, 
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no allowance being made for any ore which be oon bene u * | was 6s. 9d. per share as compared with 7s. 6d. :— 
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RRS 3 979,000 1,298,758 (26/6) 813,095 fie 485,663 (9/11 448,218 (6/9) 
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6-4 dwt. over 62 laches at the end of 1987. The Company has'an tmportant interest | “nract sate ‘han was contemplated foe Hiern eae eng a 
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psy anse Soes been apenas up, with the satisfactory result that of a total of 20,450 ft. exist over extended areas in sedimentary beds, and it is evident that these deposits 
2.545 a nenner ae ~ Ag onan a — the payable reef disclosures apply to will be worked on a considerable scale and become large producers of copper. 

It will be remembered that the property is being developed from the workings of the A further heavy fall in metal prices of about 13 cent. as compared with the 
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efficient Triple-Stud Tread. The merits 
of this scientific design are appreciated to 
the full during periods when road sur- 
faces are greasy and treacherous, 





The Dunlop Triple-Stud Tread grips on 
the worst road and gives confidence and 
a full measure of security. 


The “Fort” Dunlop Tyre is for 
the motorist who makes the 
fullest use of modern car capa: 
bilities and performance. 

se 


DUNLOP RUBBER COMPANY LTD., 
FORT DUNLOP : BIRMINGHAM. 
Branches throughout the World. 
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IS THE ONLY BRITISH MEDIUM FOR PUBLICITY IN RUSSIA. 


It is recommended for this purpose by the Commissariat of Russian Foreign Trade 
in Moscow. 

Our Russian Subscribers include all the State Trusts, Syndicates, large factories, Co- 
operative organisations, Banks, Concessionaires, Commercial and Industrial organisations 


in the U.S.S.R. 


Deals with Economic, Commercial and Industrial matters of interest to readers in Russia. 
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